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Epiror’s Note: Few experiments in consumer coop- 
eration have attracted more attention than that under way 
in the Government-built town of Greenbelt, Md., where a 
cooperative initially financed by the Consumer Distribu- 
tion Corporation was granted a monopoly in retail trade. 
Professor Bennett has investigated the record of this coop- 
erative and presents his conclusions in the following 
article. 


HERE has been an increased interest 
7. and an increased growth of con- 
sumers’ cooperative enterprises during 
recent years. In a recent survey to deter- 
mine why consumers belong to coopera- 
tives, it was found that the savings 
appeal is not the most important con- 
sideration, but rather a conviction that 
cooperatives tell the truth about mer- 
chandise, sell goods of better quality, use 
informative labels more freely and repre- 
sent the beginning of a new and better 
way of life based on the ideal of human 
cooperation.! 


HIstTory OF THE GREEN- 
BELT COOPERATIVE 


In the establishment of the coopera- 
tive stores and services in Greenbelt, 
Maryland, the procedures of organiza- 
tion and development followed different 
lines from those of most consumer co- 
operatives, making it unique in coopera- 
tive annals. The Rural Resettlement 
Administration built the town of Green- 
belt? as an experiment in low cost hous- 
ing, and the town (land and buildings) is 





1 Sales Management, November 1, 1939. 

2 Greenbelt is one of three projects of a similar nature. 
The others are Greenhills, near Cincinnati, Ohio, and 
Greendale, near Milwaukee, Wisconsin. All of these 
communities have consumer cooperative services; but 
Greenbelt has been more successful in their operation 
than the other two. Consideration is being given to 
transferring these housing projects to non-profit special 
housing authorities. 
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owned by the Federal Government and 
managed by the Farm Security Adminis- 
tration. Construction was begun in 1935, 
and the town was completed and opened 
to residents in 1937. Greenbelt is located 
about 13 miles from Washington, D. C. 
Its population of about 3,100 is housed 
in 885 dwelling units. Rents are about 
25 per cent lower than similar accommo- 
dations elsewhere in the Washington 
area. Residents’ incomes must be within 
a range of $1,000 to $2,200. 

The government decided to try out 
cooperative stores and services in Green- 
belt under an arrangement whereby no 
competitive stores and services would be 
permitted to locate in the town. Accord- 
ingly, arrangements were made in Au- 
gust 1937 with the Consumer Distribu- 
tion Corporation, a corporation financed 
from funds donated by the late Edward 
Filene, to sponsor the development of 
cooperative stores and services, and a 
lease was made by the Federal Govern- 
ment with this corporation to operate 
them in space owned by the government, 
without profit to the Consumer Distribu- 
tion Corporation, and to turn control 
over to residents by December 31, 1940. 
Rent was determined as a percentage of 
sales based on national averages for 
similar enterprises. The lease was trans- 
ferred to the Greenbelt Consumer Serv- 
ices, a subsidiary formed to handle the 
operation of the stores and services. The 
original capital of the cooperative was 
$10,000 in stock provided by the Con- 
sumer Distribution Corporation and a 
loan from this corporation of $40,000 at 
4 per cent. 

In order to promote the development 
of a cooperative, a campaign of educa- 
tion was made by residents who were 


3It was announced on February 5, 1941, that the 
Farm Security Administration will construct 1,000 addi- 
tional units at Greenbelt to house defense workers. It 
was planned to begin construction within thirty days. 


interested in the cooperative movement. 
The management of the community as- 
sisted in this program. Subscriptions to 
stock in the cooperative at $10 a share 
(its par value) were taken. It was decided 
that when subscriptions to stock had 
been received from more than half of the 
residents, the services would be reorgan- 
ized on a strictly cooperative basis. As 
more than half of the residents of Green- 
belt had subscribed to stock by January 
1940, the Greenbelt Consumer Services 
was reorganized as a Cooperative and the 
amount of stock ($10,000) held by the 
Consumer Distribution Corporation re- 
tired.! 

The cooperative is managed by a 
board of nine directors selected by and 
from the members on the basis of “‘one 
member one vote.” This board deter- 
mines the policies and selects the general 
manager, who is in charge of operations. 
Four meetings of the stockholders are 
held each year. A quorum consists of 100 
members, which is about one-fourth of 
the membership. Attendance has never 
been much larger than the required 
quorum. The annual meeting February 
5, 1941, Was an exception, however, as 
there were approximately 200 members 
present. 

The cooperative services consist of a 
food store, a drug store, a valet shop, a 
barber shop, a beauty parlor, a service 
station, and a moving picture theatre. 
All stores and services sell only for cash. 
The food store is a self-service store 
which does more than half of the volume 
of business of all the stores and services 
combined. A more detailed description 
of its operations is given subsequently. 
The drug store includes a variety de- 
partment in addition to the ordinary 
drug store setup. The valet shop 


4 The loan from the Consumer Distribution Corpora- 
tion had been reduced to $26,000 as of January 1, 1941. 
5 In January, 1941, the variety department was trans- 
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sponges and presses clothing, does shoe 
repairing, and is an agency for laundry 
and dry cleaning. A few items of mens’ 
furnishings are sold by this shop. The 
barber shop has two barbers in attend- 
ance and the beauty parlor has two 
operators. The moving picture theater 
has a seating capacity of 600.° The people 
of the town have a cooperative health 
association, a credit union, and a milk 
buying club operated independently of 
the services described above. 

In order to avail themselves of alterna- 
tive sources of supply the residents must 
purchase from itinerant vendors or visit 
or telephone other stores, the nearest of 
which is about three miles. As over 
three-fourths of the family heads in 
Greenbelt work for federal agencies, 
Washington stores which can, at some 
inconvenience, be visited daily, provide 
the greatest competition. 

For a little more than two years, until 
the stores and services were taken over 
as a cooperative, they have been oper- 
ated by the Consumer Distribution Cor- 
poration through its subsidiary, the 
Greenbelt Consumer Services. The pe- 
riod from organization until December 
31, 1938, covering about a year and 
three months, showed a net loss of 
$11,698. This deficit was due in part to 
delay in completing the town, in part to 
rapid taking of depreciation, and in part 
to heavy operating costs. As soon as the 
project was well under way the record 
showed improvement. For the year end- 
ing December 31, 1939, a net income of 
approximately $6,000 was shown on all 
of the services. Two of them, the drug 
store and the moving picture theatre, 
showed small losses which were offset by 
profits of the other services. 





ferred to a vacant store room and set up as a separate 
store with a considerably expanded stock. 

6 This theatre is believed to be the only cooperatively 
operated moving picture theatre in the United States. 


The first year under cooperative man- 
agement (1940) reveals a still better 
record. Table I shows the amount of 

















TaBLe I 
1940 | Sales | Net Profit 

Food Store $205,176 $5,395" 
Service Station 26, 236 699t 
Drug Store 89,664 763 
Barber Shop 4,275 108 
Beauty Shop 3,100 255 
Theatre 29,061 2,034 
Valet Shop 19, 360 413 

$376,872 $9 ,667 





* This includes a patronage return of $382 from 
Eastern Cooperative Wholesale. 

+ This includes a patronage return of $433 from 
Southern States Cooperative. 


business done by each store and serv- 
ice. 

Although there was an accumulated 
deficit on the books from previous years, 
a patronage return was declared for 1939 
on the basis of a net income for that year. 
This dividend amounted to 1.5 per cent 
and was based only on patronage receipts 
(sales slips) which had been turned in 
amounting to $133,333. Total sales for 
the year were $346,143. This dividend 
was given to both shareholders and non- 
shareholders. No cash was paid; but the 
return was credited toward the purchase 
of stock in the cooperative.’ For the year 
1940 a patronage return of 3.85 per cent 
was declared February 5, 1941 on 
patronage receipts turned in amounting 
to $188,240, which was approximately 
half of the sales for the year. Non-mem- 
bers will receive this dividend in stock. 
Members may take half of this dividend 
in cash and the other half in stock. 
A dividend of three per cent on stock has 
also been declared for the year 1940. 


7 The Greenbelt Consumer Services has been buying 
stock on the basis of $10 per share, its par value, in 
cases where a shareholder has moved away from Green- 


belt. 
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CONSUMER SURVEY 


Whereas balance sheets and profit and 
loss statements reflect reasonably well 
the efficiency of operation of a private, 
profit-making enterprise, other informa- 
tion is necessary to judge cooperative 
efficiency. Cooperatives have no incen- 
tive to maximize profits, since the mem- 
ber’s interest is greater as a patron than 
as an owner and he benefits more by a 
low- than by a high- -price policy. The 
important consideration in appraising 
cooperative operations is the degree to 
which the patrons approve of the man- 
agement. With this consideration in 
mind, a survey was made to ascertain 
how successfully the businesses of the 
town are serving the residents of Green- 
belt, to what extent they are patronized 
by the residents, what the consumers 
think of the goods sold, the prices 
charged, and the services rendered. It is 
planned to make periodical surveys such 
as this one in order to learn whether 
members believe that prices, quality and 
services are improving or declining. 
What the members think is of great sig- 
nificance in determining management 
policies. 

Personal interviews were obtained 
from 420 families* (47 per cent of the 
total residents of the town) of whom 246 
were shareholders in the cooperative and 
174 were non-shareholders (67 per cent 
of all the families in the town were share- 
holders). Two hundred and six inter- 
views were made on March 19, 1940, im- 
mediately after pay day, and 214 were 
obtained March 29, 1940, just before pay 
day.® A separate survey was made to ob- 


8 The interviews were made by 24 students of the 
market research class of the College of Commerce of the 
University of Maryland, under the supervision of the 
author. 

® More than three-fourths of those employed work 
for the Federal Government whose pay day is the 15th, 
and the last day of each month. 


tain price data, so that prices of privately 
operated food stores could be compared 
with the prices of the Greenbelt food 
store. 


Patronage of Greenbelt Stores and Services 


Consumers were asked what per cent 
of their trade was given the Greenbelt 
Food Store, drug store, valet shop, mov- 
ing picture theatre, barber shop, beauty 
shop, and service station. The answers 
show that shareholders give more pa- 
tronage to all of the services than do 
non-shareholders. This was particularly 
noted in the food store, where the survey 
shows that shareholders gave 79 per cent, 
and non-shareholders 61 per cent, of 
their business to this store. The service 
station received least patronage. This is 
due, in all probability, to the fact that 
at the time of the survey there was a 
gasoline price war in Washington, with 
greatly reduced prices which the Green- 
belt station did not meet. Shortly after 
this survey was made Greenbelt decided 
to meet the lower prices. Since that time 
there has been a decided increase in busi- 
ness. The trade given the beauty shop is 
also less than that accorded most of the 
other services. While this is no doubt 
partly due to a lack of money, as re- 
ported by those interviewed, it may also 
be accounted for by the fact that the 
service has been offered so recently that 
there has not been time to build up a 
clientele.!° 

According to the amount of business 
given the moving picture theatre by re- 
spondents, it is the most popular of the 
cooperative services. Shareholders gave 
82 per cent and non-shareholders 81 per 
cent of their patronage to this enterprise. 

The survey revealed that a large per- 
centage of Greenbelt residents are very 
well satisfied with the cooperative stores 


10 The study revealed that more than 30 per cent of 
those interviewed never patronized a beauty shop. 
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and services, and only a few expressed 
the desire to have competitive stores in 
Greenbelt. 


The Food Store 


As the food store is the most important 
unit, the survey concentrated on its 
operations. This store, which includes a 
meat department, is operated on a self- 
service, cash-and-carry basis. 

A large percentage of the stock carries 
the Co-op label. Cooperative canned 
goods are graded according to U. S. 
Department of Agriculture standards, 
where these have been set up. The letters 
A, B, and C are used to show first, 
second, and third grades, which, in 
general, correspond to the fancy, choice, 
and standard grades of the regular trade. 
A red label is used for the top grade and 
a blue label for lower grades. Practically 
all cooperative labels are informative, 
describing in detail the quality and con- 
tent of the container. 

This merchandise is purchased from 
the Eastern Cooperative Wholesale, Inc., 
which is owned by consumer coopera- 
tives. The Greenbelt Consumer Services 
own stock valued at about $2,000 in this 
enterprise. Merchandise distributed 
through the wholesale is processed and 
packaged by private manufacturers ac- 
cording to specifications drawn up by 
the wholesale. 

The following table shows gross mar- 
gin and operating expenses of the Green- 
belt food store for 1940, as compared 
with private stores and an average of 42 
consumer cooperative food stores. 


When Purchases Are Made 


Contrary to a general belief, it was 
found that more purchases were made at 
the food store in Greenbelt just before 
pay day than just following pay day. 

It was believed that just before pay 
day a number of consumers who were 














7 
Taste II 
Independent, Consumer 
— Self Coopera- 
ne Service | tive® Food 
Store Cash Stores| Stores 
Gross margin 19.2% 16.1% 18.5% 
Operatingexpense| 12.8% 12.6% 16.6% 








short of cash would make purchases 
where they could obtain credit, thus de- 
creasing purchases in Greenbelt. The 
survey reveals that a relatively small 
amount of business is done with stores 
which grant credit. Further, it is likely 
that shortly after pay day some con- 
sumers tend to purchase a supply of 
groceries from chain stores and super- 
markets because they have the money to 
purchase in quantity, and it is not as 
convenient to make small purchases in 
these stores. On the other hand, it is 
probable that just before pay day the 
Greenbelt food store is used more as a 
convenience basis for “fill in” items. It 
is the only store which can be used for 
this type of buying, as the nearest food 
store is about three miles distant. 


Where Purchases Are Made 


Consumers were asked, “At what store 
did you last purchase meat, fresh fruits, 
fresh vegetables, canned goods, bakery 
products, eggs and milk?” Replies indi- 
cate that, except for eggs and milk, more 
than three-fourths of the shareholders 
and more than two-thirds of the non- 
shareholders are purchasing the items 
investigated from the cooperative food 
store. 

Farmers furnish many of the con- 
sumers with eggs, one farmer having a 


i Figures published by National Cash Register Co. 
in Merchants Service, p. 16. from information supplied 
by Progressive Grocer. The Market Research Division 
of the Department of Commerce reports that these 
figures are based on better than average stores. 

12 Taken from Operating Results of Consumer Coopera- 
tives in the U. S., in 1937, by Carl N. Schmalz, p. 9. 
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route which covers the town. Consumers 
have formed a milk buying club which 
made a contract with a local dairy to 
make deliveries at eleven cents a quart, 
whereas other dairies were charging 
twelve to fourteen cents. The price at 
the food store is twelve cents per quart. 
A bakery in a nearby town makes de- 
liveries of bakery products and gets ap- 
proximately 10 per cent of the business 
with both shareholders and non-share- 
holders. Fifteen out of the 420 families 
interviewed indicated that they baked 
their own bread. 

A few independent stores, and a re- 
tailer owned cooperative whose units 
have delivery and grant credit, get a 
small amount of business from Green- 
belt consumers; but the cash-and-carry 
chains, including the supermarkets in 
the Washington area, furnish the most 
competition to the Greenbelt coopera- 
tive. 


What Brands Are Preferred 


Consumers were asked, ““What brand 
of canned soup, tomato juice, canned 
peas, canned string beans, canned pine- 
apple, canned peaches, and toilet soap 
did you buy last?” 

Twenty per cent of the shareholders 
and 11 per cent of the non-shareholders 
favored Co-op soup. Nationally ad- 
vertised soups are carried by the store. 

More than half of the shareholders 
preferred the cooperative brand of to- 
mato juice, canned peas, canned string 
beans, canned pineapple, and canned 
peaches. 

Of all the items in the survey, Co-op 
canned peaches leads the list in popu- 
larity (65 per cent of the shareholders 
and 47 per cent of the non-shareholders 
interviewed preferring it), while at the 
foot of the list is the cooperative brand 
of toilet soap (only 20 per cent of the 
shareholders and 3 per cent of the non- 


shareholders favoring it over nationally 
advertised brands). 

There is a very clear indication that 
cooperative brands are very much more 
popular with shareholders than non- 
shareholders. Since non-shareholders re- 
ceive the same patronage dividend as do 
shareholders, this preference for coopera- 
tive brands by shareholders may be due 
to the fact that shareholders tend to be 
more cooperative-minded and feel more 
strongly about the benefits they believe 
accrue from the use of cooperative 
brands. 


Adequacy of Stock 


In answer to a question regarding 
items not obtainable in the food store, it 
was shown that the stock of this store is 
reasonably adequate. The stock was 
found adequate by 63 per cent of the 
respondents, whereas only 10 per cent 
reported inability to obtain more than 
one item. Of the items mentioned many 
are now being carried. It is, of course, 
possible that the store may have been 
temporarily out of the item called for. 
Nationally Advertised vs. 
Brands 


Table III'* shows consumer reaction 
to nationally advertised brands as com- 
pared with cooperative brands. 

This table indicates that many of the 
respondents believe the price and quality 
of nationally advertised brands to be 
approximately the same as cooperative 
brands. It is also evident that share- 
holders look with more favor upon the 
price and quality of cooperative brands 
as compared with nationally advertised 
brands than do non-shareholders. 


Cooperative 


13 Table shows in percentages returns from the fol- 
lowing questions, “In your opinion are nationally ad- 
vertised brands: higher, the same, or lower in price than 
Cooperative brands?; higher, the same, or lower in 
quality than Cooperative brands?” 
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Taste III. Consumer Opinions on RELATIVE Price AND QUALITY OF 
NATIONALLY ADVERTISED AND COOPERATIVE BRANDS 



































Price Quality 
| 
Nonshare- All Nonshare- | All 
? : § , : 
| Shareholders holders Interviewed | hareholders holders Interviewed 
Higher 30.5 22.9 27.4 17.0 | 25.9 | 20.7 
Same $5.3 43-7 50.5 58.1 54.0 56.7 
Lower 10.9 7.0 17.6 19.5 15.5 17.9 
No Answer | 00.0 | 1.2 ‘a 1.3 | 1.2 1.2 
Don’t Know | 4,3 | $.2 4.0 4.1 a 3.5 
Total 100.0 100.0 100.0 100.0 100.0 100.0 
Service 


By service is meant what is done for 
customers by the employees of the store, 
i.e., giving advice regarding the mer- 
chandise, items considered best buys, 
etc. It might appear that service in this 
type of store is not of particular impor- 
tance. The situation in Greenbelt, how- 
ever, is different from the privately 
owned self-service store, because most of 
the customers of the Greenbelt store are 
part owners of the store and are, there- 
fore, likely to be much more observing 
and critical. The employees of the store 
live in the community and are also share- 
holders. Employees have been taught 
that building sales volume is less im- 
portant than helping customers make 
wise selections to satisfy their food re- 
quirements. 

Consumers were asked, “In compari- 
son with other food stores, what do you 
think of the service you get at the co- 
operative food store? Is the cooperative 
better, the same, or worse?” Answers 
indicate that a large number are very 
much pleased with it. Many were en- 
thusiastic about the excellence of the 
service, and some particularly empha- 
sized the courtesy of the employees. 
Only 3 per cent of the informants be- 
lieved that the service was worse than 
that which they would receive at other 
food stores. 


Foop StroreE PRICES 


There has been a feeling on the part ot 
some consumers in Greenbelt that prices 
at the Greenbelt food store are somewhat 
higher than prices at the chain stores and 
super markets in the Washington area. 
In order to determine the accuracy of 
this belief prices were obtained from 
thirteen stores on fresh fruits and vege- 
tables, canned foods, bread, coffee, meat 
and soap. Five stores other than the 
Greenbelt food store were selected as 
typical. These included two cash-and- 
carry chain stores, one cash-and-carry 
self-service supermarket and two inde- 
pendents (one a member of a retailer 
owned cooperative chain). 

In comparison with the chains and 
supermarkets, the cooperative store, out 
of 33 items studied, was higher on 13, 
the same on 6, and lower on 14. Com- 
pared with the independent stores the 
cooperative was higher on 5, the same 
on 4, and lower on 24. 

Of 18 food items studied, excluding 
meats and without weighting, the cor- 
porate chains and supermarkets had an 
average price 9/10 of one per cent lower 
than the Greenbelt food store and the 
independents had an average of 9.3 per 
cent higher than Greenbelt. 


144 On account of the small number of items and lack 
of weights, these averages should be taken as suggestive 
rather than as wholly representative. 
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Table IV shows price comparisons for 
the items studied: 


TaBLe IV. Price RELATIVES 




















Green- Corp. 
— belt Chains Inde- 
Food and Super-| pendents 
Store Markets 
Fresh Fruits and 
Vegetables 100 101.8 102.1 
Canned Foods 100 98.2 117.6 
All Food Items 100 99.1 109.3 
(excluding meats) 
Meat* 100 98.0 107.9 
Soap (toilet) 100 98.5 106.6 
All Items 100 98.5 108.4 





* An experienced meat man gathered the data on 
meat, and stores were selected which were believed to 
handle a comparable quality of meat. As it could not be 
determined with certainty, however, that the quality 
was the same, these prices were not included in the 
average of all food items. 


The fact that a patronage dividend of 
1} per cent was paid on customer’s pur- 
chases for 1939 and that a dividend of 
3.85 per cent has been declared on cus- 
tomers’ purchases for 1940, should be 
considered in comparing prices. 

One of the principles of the Rochdale 
plan is that cooperative stores should 
sell at prevailing market prices. At the 
time this plan was developed there were 
no chain stores or supermarkets. It is a 
question, therefore, whether coopera- 
tives in following this principle should 
try to meet chain prices or independent 
prices. 

It is the policy of the Greenbelt co- 
operative food store to meet the prices 
of chains and supermarkets in the Wash- 


16 On bread, coffee, and toilet soap and most of the 
canned foods, similar brands were compared. On a few 
of the canned food items it was impossible to obtain 
prices on similar brands, therefore, prices on the same 
grade but under different brands were used. As grades 
on canned foods are well established in the market, 
this method is believed to be approximately correct. 
All prices were obtained on Tuesday, May 14, 1940. 


ington area which are competitive to 
Greenbelt. The manager of the food 
store makes a weekly check at chain 
stores which offer competition, and 
lowers prices at Greenbelt if they are 
higher. This survey indicates that Green- 
belt prices are not much out of line with 
the chain store prices and are very much 
lower than the prices of the independent 
service stores. 


CONCLUSION 


This survey shows that the people of 
Greenbelt are reasonably well satisfied 
with their stores and services. Consider- 
able criticism was made of the variety 
department of the drug store as regards 
limited stock and poor service. It is be- 
lieved that setting up this department 
as a separate store with a larger stock of 
merchandise and improved service will 
solve this problem. 

The Co-op branded merchandise is 
receiving good acceptance. However, 
some of the items are very much more 
popular than others, and it is indicated 
promotional work is required on those 
whose sale is poor. Members of the co- 
operative are much better patrons of the 
services than non-members. It is believed 
consideration should be given to correct- 
ing this situation. 

Contrary to a rather general belief, 
prices on the average (of items studied) 
at the food store are very little higher 
than the prices at self-service cash-and- 
carry chains and supermarkets in the 
Washington area. 

The first year under cooperative man- 
agement has been a successful one, as all 
of the stores and services showed a profit 
for the year. Sales of the cooperative for 
1941 should more than double as a result 
of the construction of 1,000 new units 
in Greenbelt to house defense workers. 














TAXATION, DEFENSE, AND CONSUMER 
PURCHASING POWER 


MAURICE W. LEE 
Utah State Agricultural College 


Epitor’s Note: Professor Lee here discusses a problem 
of great importance to market analysis—the probable 
effects upon markets for consumer goods of different ways 
in which government expenditures on the current emergency 
may be financed. 


UBLIC expenditures under the na- 
Prional defense program will deter- 
mine, to a very large degree, the nature 
of economic life within the United 
States both now and for many years to 
come. Much depends upon the ways in 
which we adjust our normal welfare 
economy to the abnormal demands of the 
present emergency. It is not a simple 
thing for a free economy to orient itself 
to the channels of thought which war on 
the modern scale compels. Such periods 
have always been times of sacrifice, but 
never so much as now, when the war 
effort involves every element of economic 
energy capable of mobilization. The pro- 
ductive capacity of the nation must be 
expanded until there is no more room for 
expansion. Then there remains the 
further problem of properly allocating 
that national product. 


THE ProBL—EM ANALYZED 


First and foremost among the claim- 
ants for a share in this national product 
must be the government, with its defense 
needs. The remainder we shall divide 
between those nations which have a 
claim upon us in light of our avowed 
position as “arsenal for the democracies” 
and our own private consumption. The 
problem is one of alternative values. 
Every unit of output must be directed 
to that use in which it will be most 
effective in furthering the defense effort. 

From this analysis it follows that the 





allotment which will be given to private 
consumption must be a residual one. If 
our total product is adequate to all the 
claims upon it, there will be no sacrifice. 
If the total is below such a level, and this 
seems more likely, the residual claims 
will be the ones which must suffer. In the 
past, the distribution of national output 
has followed the general contours of a 
free market, flowing away from the 
points of weak demand toward those of 
greater demand. In time of war (and 
preparation for war on the modern scale 
is tantamount to the establishment of a 
war economy), this arrangement is in- 
tolerable. It offers no assurance that the 
national output will be directed to the 
urgent needs of government; it does, in 
fact, offer an almost certain guarantee 
that such will not be the case. 

If Federal expenditures of 17 billions 
or 34 billions or of any intermediate sum, 
whatever it may be, are added to the 
outlays of private industry without any 
major offsetting reductions, there will be 
an enormous increase in dollar incomes 
and consumer purchasing power. Unless 
we can facilitate the expenditure of as 
yet unpredictable billions of dollars by 
the Federal Government without setting 
off an inflationary price boom of great 
magnitude we must face the prospects 
of economic disaster. 


THE DEFICIENCIES OF CUSTOMARY 
Finance MetTHops 


In a free economy extraordinary pub- 
lic expenditures tend largely to be 
financed through resort to the borrowing 
capacities of the government. The rea- 
sons for this are apparent. In the type of 
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economic society known in this country 
and in Britain, public expenditures were 
normally small, as befitted a government 
dedicated to the performance of only the 
most necessary functions. The revenue 
system of such a State was adapted to 
the production of only nominal sums.! 

When major crises developed, necessi- 
tating an extreme expansion of govern- 
ment operations, the regular sources of 
revenue could not be expanded with 
sufficient rapidity, and resort to alterna- 
tive devices was required. Borrowing 
provided the logical solution. 

Today the situation is quite different. 
The Federal Government has officially 
recognized a period of protracted ex- 
traordinary emergency spanning the full 
length of a decade. Whether such an 
emergency has really existed over this 
period or was conceived conveniently, is 
immaterial to this discussion, since the 
results in either case are the same—the 
financing methods usually reserved for 
periods of stress already have been 
utilized to a major degree. Debt financ- 
ing was the norm of the past decade, and 
now, as we are about to embark upon a 
program of new emergencies, we already 
have behind us a national debt of nearly 
so billion dollars. It is unnecessary to 
prove, in this discussion, the claim that 
we are approaching the maximum debt 
level.2 The significant point is that, as 

1 Thus, in the period preceding the World War I, the 
Federal Government was collecting in taxes an amount 
equal to little more than one to two per cent of the na- 
tional income. The Federal tax system, which in 1912 
produced only 600 million dollars, was hopelessly inade- 
quate when the World War called for the expenditure of 
so billion dollars (32 billions on military outlays and an 
additional 19 billions for other war-time purposes) 
within a four-year period, 1917-1920. 

2 See James D. Magee, Taxation and Capital Invest- 
ment, pamp., Brookings Institution, Washington, 1939, 
p. 19, where the following statement appears: “‘Al- 
though the tax burden is steadily rising, the budget has 
not been brought into balance; and in consequence the 
public debt and future burdens continue to increase. 


Unless we can promptly secure a substantial increase 
in the national income it will be necessary to conclude 


we initiate our defense effort, our ca- 
pacity for debt financing already has 
been reduced by approximately $0 billion 
dollars, so that we must use whatever 
leeway exists, before the ceiling is 
reached, as sparingly as possible. 

All of this indicates that there are very 
apparent limitations to our capacity for 
further borrowing; but there is another 
equally important objection to debt 
financing. In the first place, lending, the 
counterpart of borrowing, is a voluntary 
affair. Of course, popularly supported 
campaigns such as the Liberty Loan 
drives of the last war gain great strength 
of compulsion. Yet, in the last analysis, 
the decision to lend is a voluntary one. 
Loan-sums come first from those who 
find the marginal utility of their money 
comparatively low; these are the funds 
which would ordinarily be saved in any 
event. For this reason such monies would 
not normally represent an important ad- 
dition to purchasing power. The more 
dangerous increments, from the stand- 
point of their potentiality in kindling in- 
flation, are those falling to the relatively 
low income groups, who may be expected 
to spend the major share of any addi- 


tions to income in the improvement of 


their own standards of living. Such funds 
are the last to be tapped under a system 
of debt financing, and government bor- 
rowing can do little to curb these most 
significant increases in consumer pur- 
chasing power. 

Furthermore, until such time as our 
present system is altered (and such al- 
teration is urgently needed), the holders 
of bonds need to curtail their purchasing 
power only for short periods of time. As 
holders of government securities, they 
have in their hands a most valuable col- 
lateral which may be pledged with banks 
or business houses for renewed purchas- 


that the United States has already rez sched the danger 
point in the growth of public indebtedness.” 
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ing power or for goods themselves. Thus, 
until the banks and merchants are denied 
the right, or voluntarily refuse, to dis- 
count such securities, there may even be 
no ultimate decrease in purchasing power 
among the holders of government bonds. 

Debt financing is objectionable on 
several counts. It does nothing to curb 
increased purchasing power among the 
lower income groups and may, under 
existing arrangements, accomplish noth- 
ing more than to effect a time lag in 
the power to purchase held by those who 
do acquire government issues. Moreover, 
in view of the already high public debt, 
the slack still existing must be conserved 
for more pressing emergencies. The only 
remaining alternative is resort to the 
taxing power. 


TAXATION, DEFENSE, AND Con- 
SUMER PURCHASING PoWER 

In a welfare economy such as the 
United States has normally enjoyed, the 
goal of the whole economic effort might 
be stated as the attainment of the high- 
est possible standard of living for the 
greatest number of people. All things 
which tended to provide greater pur- 
chasing power and more consumption, 
were deemed desirable. In a war econ- 
omy, a quite contrary set of values must 
be established. Voluntary restriction of 
consumption seems improbable; control 
will have to be exerted by more effective 
means. 

The Federal tax system, historically 
relegated to the primary function of 
revenue production with a minimal im- 
pact upon the private economy, now be- 
comes a device for deliberate interference 
with the free working of the society. We 
have already shown that primary re- 
llance upon any means of financing the 
defense program other than a system of 
compulsory exaction will be disastrous. 
If, then, it is granted that the taxing 


system must be the main source of reve- 
nue, the remaining pages of this dis- 
cussion may be confined to a considera- 
tion of the other duty which this taxing 
system is to perform, the restriction of 
private consumption. Because our pro- 
ductive system is not capable of satisfy- 
ing all of the demands which will be 
placed upon it, the residual claims, those 
of the private consumer, must yield, and 
the taxing system may be utilized as one 
of the direct media for effecting that 
result. 

The test of a good taxing system, 
which in a welfare economy was founded 
primarily upon the ability to pay idea, 
now becomes the ability to consume as 
well. In order to maximize the revenue 
of the government, taxes resting largely 
upon the concept of ability to pay will 
be imposed to the limit; but, in addition, 
taxes which in normal times would have 
been deplored because of their regressive 
effects will now be introduced in line with 
the theory of ability to consume. Results 
which, in light of our traditional thinking 
seem unwarranted will follow. Heavy 
taxes will fall upon those least able to 
pay, principally because they, with de- 
fense augmented incomes, amount in the 
aggregate to a major consuming group 
which, if left to itself, will have the 
greatest influence for raising prices and 
interfering with government purchase 
requirements. 

It is clear after an analysis of savings 
habits at different income levels that 
increases in income will be largely saved 
by those in the higher brackets but will 
be spent almost immediately when they 
fall to the lot of those at lower levels. 
The marginal utility of a dollar is rela- 
tively high when it is added to a low in- 
come, and dollars received as additions 
to already low incomes will result in 
“spontaneous” expenditures, even in 
many cases in anticipatory spending. 
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Thus when the issue is simplified and 
stated in terms of the necessity for pre- 
venting a great increase in private con- 
sumption, it is not difficult to see that, 
unpopular as it must be and deplorable 
as it would be in normal times, the in- 
terests of the nation require that a con- 
siderable part of the tax burden be made 
to fall upon the lower income groups. 

It is not within the province of this 
paper to discuss specifically the most de- 
sirable types of tax which will conform 
to both of the requirements we have es- 
tablished—the production of adequate 
revenue and the reduction of private con- 
sumption. It will be in point, however, 
to offer a few comments concerning cer- 
tain of the taxing measures which seem 
imminent at the present time and to 
note also a few of the current and widely 
accepted fallacies with regard to such 
measures. 

It has been suggested that the Federal 
personal income tax be appreciably 


modified by reducing the exemptions: 


now permitted. There are two points to 
be noted here. First, the income tax, as 
amended by the Revenue Acts of 1940, 
does not effect any reduction in the in- 
dividual taxpayer’s purchasing power 
until some three to fifteen months after 
the income is received. If consumption is 
to be retarded, a tax collected at so late 
a date will not be effective. For a second 
objection to this proposal, we may turn 
to the additional revenues which such 
reductions in the personal exemption 
levels are supposed to yield. At present 
the costs of handling an income tax 
return in the Treasury Department 
amount to approximately one dollar. Re- 
turns upon which a tax is paid cost ap- 
proximately $1.56, on the average, and 
an average of 50 cents must be spent to 
handle those returns upon which no tax 
is paid.’ A proposal to reduce present ex- 


3 See statement of J. L. Sullivan, Asst. Secretary of 


emptions from $2,000 to $1,800 brought 
forth the prediction from the Treasury 
Department that some 8,000,000 addi- 
tional reports would be filed and that an 
additional $14,000,000 would be paid by 
these new filers. Deducting from this 
an estimated cost of administration, 
amounting to $8,000,000, the net addi- 
tional revenue would be only $6,000,000. 
On the other hand a considerable in- 
crease in revenue would come from those 
taxpayers already subject to high sur- 
taxes. Reducing personal exemptions 
from $2,000 to $1,800 would add $200 to 
the very highest surtax bracket of their 
taxable income and would produce an 
estimated $61,000,000 of additional reve- 
nue. The actual increase, some $67,000,- 
000 would not be large in terms of gov- 
ernment needs, and the significant point 
is this—as exemptions are lowered the 
amount of tax paid at the bottom will 
be very small, less than sufficient to 
cover the rising costs of administration 
in some instances. Thus, while some 
further lowering of personal exemptions 
under the income tax is desirable, very 
little should be expected of such reduc- 
tions unless rates considerably above 
those which we should expect our popu- 
larly elected Congress to adopt are made 
effective. 

An excess profits tax, even assuming a 
reordering of the present very unaccept- 
able measure, will be productive of con- 
siderable revenue but cannot accomplish 
much by way of reducing purchasing 
power of the lower income groups. It 
relates only to the excess profits of cor- 
porate enterprises and will tend, princi- 
pally, to reduce the incomes of those 
outside this lower class. Its primary im- 
pact will not be upon those individuals 
who automatically translate additional 
income into additional purchases. 





Treasury in Senate Hearings, Revenue Act of 1940, June 
12,1940, Washington, Government Printing Office, p. 33. 
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No such conclusion can be drawn in 
the case of the proposed gross income 
tax. Here the impact will be direct and 
heavy upon the low income groups. A tax 
collected at the source through deduc- 
tions from wages, entrepreneural with- 
drawals and other income payments 
would remove increased income from 
circulation before it had been received. 
Such a levy would unquestionably re- 
strict private consumption. 

One other proposal has received con- 
siderable popular support in connection 
with the financing of national defense. 
This is the value-added levy to be col- 
lected from each processor on the basis 
of added worth given a product while 
passing through his enterprise. Although 
few precise statements concerning the 
incidence of such a levy are warranted, 
it appears certain that some part of this 
tax would be shifted to the consumer 
through increased prices. Such a tax, al- 
though contrary to the theories of a wel- 
fare economy, would not be wholly in- 
sistent with those of a war economy. 


CONCLUSIONS AND SUMMARY 


The rising standards of living, which 
are the goal of the individualistic socie- 
ties in times of peace, are incompatible 
with the purposes of a war economy. For 
this reason one of our most important 
national problems today is that of pre- 
venting government defense expendi- 
tures from effecting an appreciable in- 
crease in the purchasing power of the 
consuming public. Accordingly, the fu- 
ture of the average consumer holds the 
unpleasant prospect of higher regressive 
taxes which will hold constant or even 
reduce his power to consume. 

The marketing implications of this 
analysis are important. To the extent 





that sound financing tactics are em- 
ployed during the present emergency, 
and taxes rather than increased deficits 
provide the means for government ex- 
penditures, it will be necessary to con- 
tract operations which do not involve the 
strictest necessity items. Granted that 
our greatest attained national output of 
the past can be expanded over a period 
of time, it still is true that govern- 
ment needs will require some reductions 
in private purchases. The producers and 
distributors of consumer goods, of furni- 
ture, clothing, jewelry, and liquors, of 
automotive products and of lumber, 
building and hardware supplies may look 
for a curtailment of market areas.‘ 

By way of contrast with this conclu- 
sion, however, is the situation which 
must follow if, as a nation, we decide to 
finance the current effort through further 
additions to the public debt, and seek to 
postpone payment until a later date. 
Then an exactly opposite result will 
follow. The manufacturers and distribu- 
tors of consumers goods will for a time 
experience rapid expansions of their 
market, rising profits, an increased con- 
sumer demand, and a general willingness 
to pay higher prices. 

In conclusion it appears that the con- 
sumer goods dealers and producers are in 
the unenviable position of having the 
capacity for personal gain only if the na- 
tion takes that course which means ulti- 
mate widespread loss and may, on the 
other hand, expect a contraction of their 
markets if the nation takes the safer and 
communally more beneficial course of 
non-deficit financing. 


4 These items are selected, in particular, because they 
were the ones which showed the greatest increase in 
1940 when national income was rising more rapidly than 
taxes. See U. S. Department of Commerce, Bureau of 
Foreign and Domestic Commerce, Survey of Current 
Business, XX1, No. 2 (February, 1941), p. 18. 











DRUG PRICES IN CITIES WITH AND 
WITHOUT A FAIR TRADE LAW’ 


ALFRED L. SEELYE 


University of Kansas 


Eprror’s Note: This article and the two which follow 
present new data for the further analysis of three familiar 
problems in retailing: the effects of the fair trade laws 
upon prices, retail mortality, and variations in prices 
among stores of different types. 


O-CALLED fair-trade laws are now in 
S effect in 44 states. Because of the 
potentialities of minimum price legisla- 
tion, academic and business men are 
keenly interested in the effects of these 
laws. 

The present article is designed to add 
to the growing but still meager body of 
factual information regarding the in- 
fluence of fair trade laws on price be- 
havior.? 

Since Missouri does not have a fair 
trade law, whereas Kansas has had such 
a law in effect since March 1937,’ Kansas 
City, Kansas, and Kansas City, Mis- 
souri, are well located for a price com- 
parison. The two cities form one metro- 
politan center, but are divided by the 
state line. A comparison of retail prices 
in the two cities should, therefore, throw 


1 This article is an abstract of one section of a study 
now in progress, entitled, 4 History and Analysis of the 
Kansas Fair Trade Act of 1937. 

2 Recent studies in this field include: Grether, E. T., 
Price Control under Fair Trade Legislation. 1939, Ox- 
ford University Press. An able analysis of entire field; 
also contains factual material of the author’s many 
California price studies. 

Ostlund, H. J. and Vickland, C. R., Fair Trade and 
the Retail Drug Store. 1940. Published and financed by 
Druggists’ Research Bureau. 

Lewis, C. W., Price Maintenance in Knoxville, Tenn. 
under the Tenn. Fair Trade Act of 1937. Bureau of 
Business Research, University of Tennessee, 1939. 

Gault, E. H., Fair Trade with Especial Reference to 
Cut-Rate Drug Prices in Michigan. 1939. Bureau of 
Business Research, University of Michigan. 

3 Laws, 1937, Senate Bill 96, approved March 3, 1937, 
effective March 4, 1937. 


16 


some light upon the effects of the Kansas 
law. 

The present study makes such a com- 
parison for retail drug prices. More spe- 
cifically, it computes: (1) The price 
differential between independents and 
chains within each city. (2) The per- 
centage by which the average selling 
price exceeded the minimum for inde- 
pendents and chains in Kansas City, 
Kansas. (3) The price differential for in- 
dependents between Kansas City, Kan- 
sas, and Kansas City, Missouri. (4) The 
price differential for chains between 
Kansas City, Kansas, and Kansas City, 
Missouri. 

Kansas City, Kansas, is a city of 
121,458 persons, and has 68 independent 
and five chain drug stores. Prices were 
obtained from all five chain stores and 
from 17 independents, or 25.0 per cent. 

Kansas City, Missouri, has a popula- 
tion of 399,178 and 241 independent and 
60 chain drug stores.‘ Prices were secured 
from 31 independent stores, or 12.9 per 
cent; and from 12 chain stores, or 20.0 
per cent. 

The chain drug store situation in Kan- 
sas City, Missouri, presents a location 
pattern varying from that of most other 
cities of comparable size. Four chains 
operate 60 stores; and $0 of these stores 
are located in secondary shopping centers 
and neighborhood districts. In other 
words, 83.3 per cent of the chain stores 
are outside the downtown shopping dis- 
trict. 


4 Population and store statistics from Sixteenth Cen- 
sus of the United States: 1940. Bureau of the Census. 
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Chain A (a sectional chain) operates a 
total of 85 stores, with 37 located in Kan- 
sas City, Missouri; and 35 of the 37 
units are neighborhood stores. This chain 
owns four stores in Kansas City, Kansas. 
Three of these are neighborhood units 
and the fourth is a downtown store. 

Chain B (a sectional chain) operates 
7 stores in Kansas City, Missouri, and 
one in Kansas City, Kansas, out of a 
total of 14 units. Six of the seven Kansas 
City, Missouri, stores are in the down- 
town district. The one store in Kansas 
City, Kansas, is in the center of the main 
shopping district. 

Chain C is a local chain operating all 
of its 15 stores in Kansas City, Missouri; 
14 of these stores are in neighborhood 
districts. A national chain operates one 
store in downtown Kansas City, Mis- 
souri; but this store refused to release 
its prices. It does little advertising. The 
other three chains all use newspaper ad- 
vertising extensively and maintain ex- 
tremely large stores with a wide and 
varied assortment of merchandise. 

Information was available to the writ- 
er that chains A, B, and C each main- 
tain a one-price policy for all their stores 
in any one city.° However, price data 
were secured from a number of stores in 
each chain in order to discover if the one- 
price policy was in actual use. The data 
gathered confirmed the information re- 
garding the one-price policy. 

It is the writer’s belief that the differ- 
ence in size of the two cities would not 
distort the findings, and this opinion 
appears to be upheld by the recent price 
study of the Druggists’ Research Bureau. 
This study classified cities of 100,000 to 
1,000,000 in the same bracket for price 
comparisons.°® 

The items selected for the present 
survey are the same as those used by the 


® Letters to the writer from chains A, B, and C, 
® Ostlund, H. J. and Vickland, C. R. op. cit., p. 9 


Druggists’ Bureau in its study.’ This 
list was selected because it contained a 
representative group of well-known, fast- 
selling products, all under minimum 
price contracts in Kansas. All price data 
for both cities were obtained the same 
day, Sunday, November 3, 1949, in order 
to eliminate any possibility of price 
changes.® 

This particular day was chosen be- 
cause only nine of the fifty products 
used in this survey were listed at sale 
prices. Chain B offered seven products 
and Chain C two at sale prices. It was 
believed that the usual and not sale 
prices would reflect a truer indication of 
chain price levels. If sale prices had been 
used, the price level would have been 
considerably lower for the Kansas City, 
Missouri, chains. The writer in checking 
advertised sale prices noted 58 instances 
of items used in this survey being quoted 
from I.9 per cent to 45.0 per cent below 
the Kansas minimum price; with an 
average of 22.8 per cent under the mini- 
mum.? 

A price comparison between two cities, 
one with and one without a fair trade 
law, appears to eliminate many of the 
variables present in the before-and-after 
type of price study. For example, if a 
price comparison is made soon after the 
enactment of a minimum price law, the 
price adjustments may not yet be fully 
operative. Again, if the price comparison 
is made two or three years after the 
passing of the act, certain other com- 
plications arise; price changes by manu- 
facturers or a shift in the general price 
level may seriously distort the results. 

However, in the present study there 


7 Ibid., p. 2. 

8 Five marketing students, under the writer’s super- 
vision, assisted in obtaining price schedules from drug 
stores. 

9 Advertisements of chains A, B, and C in Kansas 
City Star for October 23, 25, 27, 30, 31. November 1, 3, 
6, 7> 8, 14, 15, 17. 


1940. 
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are certain limitations because of the ina- 
bility to reduce all variables to a static 
state. The retail price structures of Kan- 
sas City, Missouri, and Kansas City, 
Kansas, are not completely independent. 
Missouri newspapers circulate in Kansas 
and Missouri stores draw trade from 
Kansas, hence, the price structures in the 
two cities mutually influence each other 
without regard to the presence or ab- 
sence of fair trade. On the other hand, 
Missouri prices may be higher than they 
would be if Kansas competition were 
not restricted by fair trade. 


Price DIFFERENTIAL BETWEEN 
INDEPENDENTS AND CHAINS: 
KANSAS City, KANSAS 


The chains undersold the independ- 
ents on 45 items. The independents 
showed a price advantage on two items, 
while three items were quoted at the 
same price by both chain and independ- 
ents. The greatest price differential in 
favor of the chains is 25.0 per cent, with 
four items 20.0 per cent or over and 17 
items revealing a 10.0 to Ig.9 per cent 
difference. 


TaBLeE I. RELATION OF AVERAGE PRICE TO 
Minimum Price (Kansas City, Kansas) 





| Ind. | Chains 





§.1 to 10.0% below minimum 
0.0 to 5.0% below minimum 
Minimum 

0.0 to 5.0% above minimum 
5.1 to 10.0% above minimum 
10.1 to 15.0% above minimum 
15.1 to 20.0% above minimum 
20.1 to 25.0% above minimum 
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It is interesting to note that the two 
items with a price differential in favor 
of the independents were being sold be- 
low the minimum resale price. 

On the fifty products contained in this 


survey, the chain stores were under- 
selling the independents by 9.6 per cent 
in Kansas City, Kansas."® 


MINIMUM PRICES AND ACTUAL 
Prices IN INDEPENDENTS AND 
CuaIns: Kansas Ciry, 
KANSAS 


The independents’ average selling price 
was I1I.2 per cent above the minimum 
while that of the chains was but 1.6 per 
cent. Chains undersold the independents 
by 9.6 per cent. 

Table I indicates the average price 
range of the fifty items in relation to the 
minimum price for both independents 
and chains. An analysis of this table 
shows that the average above the mini- 
mum (11.2 per cent) for the independ- 
ents was not the result of a few items 
being priced considerably above the min- 
imum, but rather the general pattern of 
prices is in excess of the minimum. From 
an examination of the data, it is appar- 
ent that the minimum price has not 
tended to become the selling price for 
the independents. 

The pricing policy of the chains is in 
marked contrast to that of the independ- 
ents. For here the minimum price tends 
to be the selling price. If the items selling 
up to 5.0 per cent above the minimum 
are included with those selling at the 
minimum, we should find the independ- 
ents have eight items at or near the 
minimum, whereas the chains would 
have 39. 

Tabulating the prices of the two chains 


10 The averages used in this study were computed as 
follows. The price charged by each group (chain and 
ind. in each city) of stores was added for each item sepa- 
rately. Then the sum of each item was divided by the 
number of stores in its respective group. This gave aver- 
age price of each item by store groups. Then the follow- 
ing formula was used to compute over-all averages for 
each group: 100—(2Pi/Pc)/s50 
Pi equals independent store prices 
Pc equals chain prices. 
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individually, as in Table II, gives per- 
haps a still more revealing indication of 
the minimum price becoming the chains’ 
maximum or selling price. 


TaBLe IJ. Revation or InpivipvaL CHAIN Store 
Prices To Minimum (Kansas City, Kansas) 








| Chain A | Chain B 








Below minimum 3 ; 
At minimum 37 41 
Above minimum 10 

- 1s 





Chain A has 37 items at the minimum 
while chain B offers 41; hence, for these 
two chains the minimum price has defi- 
nitely tended to become the selling price. 


Price DIFFERENTIAL BETWEEN 
INDEPENDENTS AND CHAINS: 
Kansas City, Missouri 


The chains undersold the independ- 
ents on 47 of the fifty items, resulting in 
a price differential in favor of the chains 
of 7.5 per cent. 

A cosmetic on which the independents 
undersold the chains was offered only at 
list price by all chains. The reason given 
to the writer for this policy by the chains 
was, “‘product control by the manufac- 
turer.”” Independent retailers could cut 
prices on this product because of the 
obvious difficulties involved in policing 
small outlets. Chains could be effectively 
controlled because of their size, volume, 
and advertising. 

The second item for which the inde- 
pendent average price was below that of 
the chain, sold at 2 for 15¢ and 3 for 
25¢ in the chains. If the average price 
had been figured on this basis rather 
than the straight single price, the price 
differential would be in favor of the 
chains. On the third item the independ- 
ents were underselling the chains by 
only 0.4 per cent. 


Price DIFFERENTIALS BETWEEN 
Kansas City, KANSAS, AND 
Kansas City, Missouri 


The chains in Kansas City, Missouri, 
undersold the chains in Kansas City, 
Kansas, by only o.2 per cent. All Kansas 
City, Kansas, chains are owned by com- 
panies operating in Kansas City, Mis- 
souri, and some measure of price uni- 
formity might be expected. 

If sale prices had been used as a basis 
for comparison, wide price differentials 
would have been found, for sale prices 
of Missouri chains averaged 22.8 per 
cent under the Kansas minimum price. 
Missouri independent stores undersold 
Kansas independents by 2.5 per cent. 


CONCLUSIONS 


Some fair trade advocates have con- 
tended that minimum price legislation 
would result in independent drug stores 
lowering their prices to the contract min- 
imum. It was argued that, with the ban- 
ning of cut-price policies on the part of 
the chains" and with a floor placed under 
prices, independents would no longer 
fear price competition. Thus the inde- 
pendents would set their prices at the 
minimum, and chains could no longer 
undersell them. 

An examination of the data reveals 
that this is not true of Kansas City, 
Kansas, for here we find the independ- 
ent price level to be 11.2 per cent above 
the minimum whereas chain store prices 
were only 1.6 above minimum. The sur- 
vey made by C. W. Lewis in Knoxville, 
Tennessee, also revealed that the mini- 
mum price had not become the selling 
price for the independent drug store.” 

It appears that there are at least two 
reasons for the minimum price not be- 


1 Cut-price policies are also used by many independ- 
ent drug stores. However, Kansas City, Kansas, has no 
independent cut-rate drug store. Kansas City, Missouri, 
has one store which would fall within this classification. 

2 Lewis, C. W., op. cit., p. 39. 





20 





THE FOURNAL OF MARKETING 





coming the selling price. First, the oper- 
ating expense for the average independ- 
end drug store is roughly 27 per cent, 
whereas the average mark-up available 
under minimum price contracts is 25 per 
cent.'® Professor Gault found that Michi- 
gan’s Fair Trade contracts provided a 
gross margin of 24.5 per cent." 

It must be remembered, of course, 
that these expense and mark-up figures 
are averages. For many large stores, ex- 
penses would be under 27 per cent, while 
the percentage for small or inefficiently 
managed stores would be higher. The 
average mark-up available also varies 
with managerial efficiency and store vol- 
ume. Stores which buy in large quanti- 
ties, discount their bills, and purchase 
direct from the manufacturer, secure 
a buying advantage over their competi- 
tors. That the small-volume and the 
inefficiently managed stores may not be 
able to price profitably at the minimum 
is apparent from the foregoing analysis. 

Secondly, the independent stores which 
could price at the minimum and enjoy a 
profit, have not generally followed a 
policy of minimum pricing. Before price 
maintenance legislation, many drug 
stores were unable (or unwilling) to 
compete on a price basis with cut-rate 
establishments and as a result had aban- 
doned all pretense of competition on this 
basis. 

Price maintenance statutes resulted 
in the elimination of deep-cut prices and 
raised chain prices to the minimum. 
However, many independent operators 
were still reluctant to lower prices to the 

13 The figures cited above were obtained through 
interviews by the writer with several of the more pro- 
gressive and well informed independent drug store own- 
ers in Kansas City, Kansas. A survey made by Eli 
Lilly Co., Indianapolis, Indiana in 1937 and quoted in 
Distribution Services and Costs, p. 33, issued by Chamber 
of Commerce of the U. S., shows operating expenses for 
drug stores ($20,000 volume or over) in cities over 


100,000 population to range between 27 and 28 per cent. 
M4 Gault, E. H., op. cit., p. 46. 


minimum.” Those independents able to 
make profits with the existing wide dif- 
ferentials in price between the chains 
and themselves, found no reason to lower 
prices when the enactment of the fair 
trade law reduced the prevailing differ- 
entials. 

There seems to be some justification 
for the reluctance of the independents to 
lower prices to the minimum. For al- 
though independent stores and chains 
may have identical prices on merchan- 
dise under resale price contracts, the 
independent may not increase volume. 
This may be due to at least two factors: 
First, through extensive advertising, the 
consumer associates low prices with 
chains; and the chains have an inherent 
advantage in advertising because the 
cost is spread over the total number of 
units in the city. Second, chains may 
still feature deep-cut prices on merchan- 
dise not under resale price contracts. 

Neighborhood location monopolies 
have also resulted in many independents 
keeping their prices above the minima. 

In Kansas City, Missouri, which has 
no fair trade statute, the chains under- 
sold independents by 7.5 per cent, as 
contrasted with the chain price advan- 
tage of 9.6in Kansas City, Kansas. The 
smaller price differential between chains 
and independents in Kansas City, Mis- 
souri, may be due to existing competitive 
conditions. Here the independent store is 
faced with more chain competition than 
exists in Kansas City, Kansas. In Kan- 
sas City, Missouri, there is one chain 
store to every four independents; there 
is only one chain store to every fourteen 
independents in Kansas City, Kansas. 

The independent neighborhood store 


% Ostlund, H. J. and Vickland, C. R., op. cit., pp. 
82-83, reported that Kansas City, Kansas, independent 
drug stores with a sales volume of $30,000 and up, had 
experienced a price increase of 3.1 since the enactment 
of the fair trade statute in 1937. Chains showed an in- 
crease of 5.4. 
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in Kansas City, Missouri, faces stiff 
chain competition. Fifty chain stores, 
or 82.3 per cent of all chain units in the 
city, are located outside the downtown 
shopping area. 

To meet this extensive chain competi- 
tion it appears that independent stores 
in Kansas City, Missouri, have lowered 
prices somewhat. In cities where the 
majority of chains are located in the 
downtown district, the independent 
neighborhood store may obtain higher 
prices because he has less competition 
with the chains in his immediate location. 

In two ways the findings in the Greater 
Kansas City study do not appear to con- 
form to the results obtained by investi- 
gators in other sections of the country. 
First, Kansas City, Missouri, chains 
undersell Kansas City, Kansas, chains 
by only 0.2 per cent. Second, Kansas 
City, Missouri, chain prices are 1.4 per 
cent above the minimum Kansas prices. 

Professor Gault reports price increases 
of from 15.7 to 30 per cent in cut-rate 
stores in Michigan after the passage of 
a minimum price law.'® Following the 
enactment of the New York State act, 
Wolff and Holthausen found an average 
increase in prices of 29 per cent for cut- 
rate stores in New York City.!? An in- 
crease in prices of cut-rate stores was 
also reported for Knoxville, Tennessee, 
by Lewis.'® All of the above price in- 
creases tended to stabilize at, or slightly 
above the minima. 


6 Gault, E. H., op. cit., p. 30. The items priced in this 
study were similar in type to the items in the Greater 
Kansas City study. That is, all were well-known, fast- 
selling items. 

17 Wolff, R. and Holthausen, D., “The Control of 
Retail Prices under the Fair Trade Laws,” Dun’s Re- 
view, July 1938, p. 15. 

18 Lewis, C. W., op. cit., Ch. 4. 





It would appear that the passage of 
a Missouri fair trade act could not bring 
about the price increases reported in 
Michigan and New York City, as the 
Kansas City, Missouri, chains are already 
selling 1.4 per cent above the minimum. 
This appraisal of the situation, however, 
is not altogether accurate. 

The prices for Kansas City were ob- 
tained on a day when few sale prices 
were offered. As has been mentioned, 
the writer noted advertised sale prices 
on items contained in this study ranging 
from 1.9 to 45.0 per cent under the 
minima. If advertised sale prices had 
been used to compute the chain price 
level, different results would have been 
obtained. The surveys of Gault and 
Lewis were both based on advertised 
sale prices—hence the apparent discrep- 
ancies in the findings. 

Prices in Missouri drug stores may be 
more or less stabilized around the mini- 
ma due to the success of many manu- 
facturers in exercising considerable in- 
fluence over wholesale prices even in 
non-fair trade states. “Free” prices in 
only four scattered states are bound to 
be controlled to some extent by the poli- 
cies adopted in the other forty-four. 

It is also important to emphasize the 
fact that all conclusions in this paper re- 
garding the effects of fair trade laws on 
price are strictly limited to well-known, 
fast-selling, trade-marked items. No at- 
tempt is made to consider the over-all 
effects of fair trade upon what con- 
sumers pay for all goods purchased in 
drug stores; shifts in price competition 
from maintained to non-maintained 


items; changes in items purchased; or 
changes in store patronage by consumers. 








MORTALITY OF MEN’S APPAREL STORES 
IN SEATTLE, 1929-1939 


HENRY A. BURD 
University of Washington 


HE high mortality rate of small bus- 
y eee enterprises has long been recog- 
nized as one of the costs of a system of 
free competition. When large businesses 
“fail,” they are usually reorganized or 
absorbed into some other concern. This 
is not so often true of small businesses, 
however. It seldom applies to the small 
retailer, and, apparently, this is the 
classification in which the highest turn- 
over rate among merchants prevails. 
Marketing students find an increasing 
amount of information on retailing made 
available by refinements in the presenta- 
tion of the comprehensive data on com- 
mercial failures. But the term ‘“‘failure,” 
that is, a commercial difficulty (usually 
financial) in which court action results 
in the discontinuance of the enterprise 
or in some sort of reorganization, does 
not include by any means all the dissolu- 
tions, cessations, successions, discontin- 
uances, alterations of proprietorship, 
changes of location, and what not, that 
take place among small retail stores. In 
this area data are gradually accumulat- 
ing. Published studies cover a wide range 
of businesses,! all business concerns in a 
single city,? a limited number of trades 


1 “Mortality Costs in Retail Trade,” by A. E. Boer, 
JOURNAL OF MARKETING, July, 1937; ““Why Businesses 
Fail,” by J. A. Murphy, Sa/es Management, March 1, 
15, 1940; “Business Births and Deaths,” by W. L. 
Thorp, Dun’s Review, Feb., April, June, 1937, March, 
Dec., 1938; ‘““Why Companies Fail,” by R. A. Foulke, 
Forbes, 1938; ‘“‘For Most Retailers, the First 12 Months 
Are the Hardest,” Business Week, March 16, 1932. 

2**A Study in Business Mortality,” by R. G. and 
A. R. Hutchinson and Mabel Newcomer, American 
Economic Review, September, 1938; ‘Mortality of Busi- 
ness Firms in Minneapolis, St. Paul, and Duluth, 1926—- 
1930,” by A. E. Heilman, University of Minnesota 
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in one city,’ and several trades in numer- 
ous cities and towns.‘ The present study 
covers a single retail trade in a metro- 
politan center somewhat distant from 
those areas thus far investigated. Besides 
adding to the statistics now available, 
it provides some interesting comparisons 
and contrasts. 

The method used was that of tabulat- 
ing from the annual city directory, 1929- 
1939, (checked against the telephone di- 
rectory) all the establishments classified 
under “‘men’s clothing dealers, retail” 
and “men’s furnishing stores.’’ Depart- 
ment stores were not included. A store 
was considered as remaining in business 
so long as it continued to be listed under 
the same name at the same location. Any 
new store name or any old store appear- 
ing at a new location was recorded as 
an entrance. A store’s existence was as- 
sumed to terminate with a change in 
name (proprietorship) or in location (es- 
tablishment). Whenever a store ceased 
to be listed under the same name and/or 
location, it was recorded as an exit. 
It is important to keep these definitions 
in mind, because 38 stores which changed 
location but did not go out of business 
are listed as both Exits and Entrances 
in all the figures which are used. 





Press, 1933; “Mortality in Retail Trade,” by E. D- 
McGarry, University of Buffalo, 1930. 

34 Study of Mortality of Retail Grocery Stores in 
Austin, Texas, from 1890 to 1932, by Solon Ayers. 

* Business Mortality of Illinois Retail Stores, 1925- 
7930, by P. D. Converse, University of Illinois, 1932; 
Mortality of Retail Stores in Colorado, 1926-1935, Den- 
ver University, 1936; “Births and Deaths of Retail 
Stores in Indiana, 1929-1937,” by D. W. Starr and 
G. A. Steiner, Dun’s Review, Jan., 1940. 
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The chief reason for counting a change 
of store location as both an exit and an 
entrance in this study was that it helped 
to measure the change in geographical 
distribution of stores. During the decade 
under consideration there has been a 
noticeable shift of Seattle’s retail trading 
center “up town.” The two leading de- 
partment stores are located in the “‘up- 
town” area and have proved to be a 
magnet toward which specialty shops 
have moved. This district accounts for 
only a quarter of the total exits (24.6 per 
cent), but nearly half the entrances (43.6 
per cent). Almost the exact reverse is 
true of the older “downtown” area. 
There 46.3 per cent of the exits occurred, 
but only 21.9 per cent of the entrances. 
The remainder were distributed among 
the several quite complete shopping sub- 
centers for which the city is noted. 

The complete picture of the number 
of stores, entrances, exits, and mortality 
percentages, by years, of men’s apparel 
stores in Seattle, 1929-1939, is presented 
in Table I. The number of stores in 
business at the beginning of each year is 
determined by adding to the number at 
the beginning of the previous year the 
entrances during the year and subtract- 
ing the exits. The mortality percentage 
is obtained by adding the entrances to 
the number of stores at the beginning 
of the year and dividing into the exits 
for the year. 

At the beginning of 1929 there were 
96 men’s apparel stores listed in Seattle; 
at the beginning of 1939 there were 79. 
During the decade 1929-1938 inclusive, 
there were 216 entrances and 233 exits, 
accounting for a net loss of 17 stores. 
The average annual mortality rate is 
20.6 per cent;® the highest figure is 30 
per cent for 1932 and the lowest is 14.8 
per cent for 1936. Even if these figures 
are reduced one-sixth (thus eliminating 


® Unweighted arithmetic mean. 


16.3 per cent of the entrances and exits» 
which are mere removals) the death rate 
is alarmingly high for a specialized type 
of retailing which typically requires some 
Taste I. NumsBer or Stores, Entrances, Exits, AnD 


MortA.ity Rates or MEn’s AppAREL STORES IN 
SEATTLE, 1929-1939 





| 
| Stores at 
Year | Beginning| Entrances| Exits 











Mortality 
| of Year Rate % 
1929 | 96 37 27 20.3% 
1930 106 | 19 24 19.2 
1931 IOI | 18 | 21 17.6 
1932 98 25 37 30.0 
1933 | 86 22 29 26.8 
1934 79 | 2% | 25 | 23.8 
1935 | 80 26 17 16.0 
1936 89 | 19 16 14.8 
1937 | 92 10 23 | 22.5 
1938 79 | 14 | 14 | #£5.0 
1939 79 } —_ = 
Total | 216 233 





capital investment and does not encour- 
age fly-by-night operators. 

The exits of Seattle apparel stores pro- 
vide interesting comparisons. The num- 
ber of exits ranges from a low of 14 in 
1938 to a high of 37 in 1932, the average 
for the decade being 23.3 exits per year. 
Although not all these exits were failures, 
Chart A shows that the Seattle experi- 
ence is reasonably parallel to the record 
of commercial failures in the United 
States, except for discrepancies in 1930, 
1931 and 1937. 

A still more vital comparison would 
be the relationship of the exits of Seattle 
men’s apparel stores to the failures of 
men’s apparel stores in the United States, 
if complete figures were available. From 
the Statistical Abstract it can be de- 
termined that 8.6 per cent of the number 
of men’s apparel stores in the United 
States were listed as failures in 1933, and 
5.8 per cent in 1935. Each of these figures 
is roughly 4 of the mortality percent- 


age of the corresponding year for Seattle 
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EXITS OF MEN’S APPAREL STORES IN SEATTLE 
AND COMMERCIAL FRILURES IN THE U.S. 1929-1938 
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TaBLeE II, Exits oF 233 SEATTLE MEN’s ApPAREL STORES WHICH ENTERED AND LEFT BusINESs, 
1929-1938, IN PERCENTAGES, AND INDIANA EXPERIENCE 1930-1937 








Exits Each Year, in Per Cent 
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l Total 
| Ist 2nd | jrd | th 5th 6th 7th | Sth oth 10th 
Seattle 4q 41.2 wie lena | 08 | 7.9 ae l 2.6 leg. ~; el: a. 
Indiana* | 43.8 Pe pr . os | “gs | 1.0 0.5 | | |  -. 100.0 
* “Births ; 


ind Deaths of Retail Stores in Indiana, 1929-1937,’ by D. W. Starr and G. A. Steiner, Dun’s Review, 
Jan., 1940. 
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Taste III. Lonceviry or SELEcTED Groups oF MEN’s APPAREL STORES 

Exits Each Year in entens | In Business 

Note ; l a weisEG Minti — 
| Ist 2nd jra | gth | 5th 6th | 7th Sth oth 10th Year | % 
(1) 18.0 | 10.5 | 11.3 7.5 7.5 6.0 | 3.0 | © 0.8 | 3.0 | 2.3 mth | 30.1 
(2) | 35.7 | 7.2 | 21.4 0.0 0.0 0.0 0.0 .0 0.0 | roth | 35.7 
G) | 88 | 88 | 82 | 4.7 | 5.8 ive | | 6th | 63.8 
(4) | 17.3 16.0 | 11.1 12.3 | 6.2 | 1.2 1.2 | 8th | 34-7 








(1) 133 Seattle men’s wear stores in business in 1929. 


(2) 19 Seattle men’s wear stores which entered business in 1930. 
(3) Clothing stores in business in 1925 in 255 Illinois towns. 
(4) Men’s clothing stores which entered in 1930 in 207 Indiana towns. 


apparel stores. If these rough compari- 
sons are approximately accurate, it would 
be fair to assume that about 3} of the 
exits here recorded are to be considered 
as commercial failures or insolvents. The 
remaining 3 are to be accounted for by 
other causes. 

The length of life of the 2 33 exits 
(Table I) among Seattle men’s wear 
stores is revealed in Table II which re- 
cords the percentage disappearing each 
year. With this is shown the “‘discontin- 
uances 1930-37 of men’s clothing stores 
which entered and discontinued business 
in that period—207 Indiana towns.” 
Both studies reveal an extremely high 
mortality the first year. A business “‘in- 
fant death rate”’ of 412 to 438 per thou- 
sand, compared to the human infant 
death rate of 60 per thousand is a chal- 
lenge to the business doctors. 

The picture may be viewed from a 
different angle. What happened to the 
stores which were in business in Seattle 
at the beginning of 1929, and to those 
which entered year by year? The entire 
record need not be given; but it is indi- 


cated in Table III by the report of two 
selected groups. Figures from the Illinois 
and Indiana studies are included for 
comparison. 

Of the stores in business and entering 
in 1929 only 39.8 per cent went out dur- 
ing the first three years. This is only 
slightly more than half the figure in 
Table II, but it must be noted that the 
three year mortality of 72.5 per cent 
there applies to a// the exits and to exits 
only. 

The 19 stores that entered in 1930 
seem to have a unique record. Of this 
particular group all that quit during the 
decade went out during the first three 
years. This 64.3 per cent mortality helps 
to build up the larger figure for all the 
exits. 

Apparently clothing stores in Illinois 
towns have greater longevity than in 
either Seattle or Indiana towns. In the 
6th year, for example, 63.8 per cent of 
Illinois stores were still in business, 
whereas only 37.1 per cent of those in 
Indiana and 45.2 per cent of those in 
Seattle remained. The Indiana and Seat- 


Tasie IV. Yearty Entrances or 79 Men’s Apparet Srores 1N Business IN SEATTLE IN 1939 





In Business 
1929 


1930 


Entrances in p bchaenataitid 


1931 | 19032 | 1933 | 19034 | 19035 


In Business 
1939 


l l 
1936 | 1937 | 1038 





s0.6 | 6.3 | 


7.6 | 8.9 | 2.5 


~~ 
co 
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tle statistics are quite similar, however. 
In the 8th year 34.7 per cent of the In- 
diana stores were still in business, and 
in Seattle 36.2 per cent. 

A reversal of the process which has 
just been developed is indicated in Table 
IV. There the 79 stores remaining in 
business at the beginning of 1939, at 
which time this study ends, are traced 


back to their entrance. Half the stores 
were in business in 1929 and continued 
throughout the decade. This seems to 
indicate that the older apparel stores 
are fairly permanent and that most of 
the turnover is among the newcomers, 
which is only another expression of a 
high infant death rate. 








GROCERY PRICES AND MARKETING FUNCTIONS 


HARRY DEANE WOLFE 
Kent State University 


NDER the present system of mer- 
U chandising grocery stores, it is rath- 
er inaccurate to speak of comparing 
prices at the chains with prices at the in- 
dependents. There are self-service inde- 
pendents, voluntaries, and chains; lim- 
ited service independents, voluntaries, 
and chains; and full-service independents 
and voluntaries. Prices vary among 
chains because of the different functions 
performed. And the same condition is of 
course true among the independents and 
voluntaries. A more valid comparison is 
one which takes cognizance of these func- 
tional differences. This type of analysis 
is employed in this study because it 
brings into sharper focus the functional 
costs which the consumer must bear. An 
opportunity to appraise the price differ- 
entials charged by the various types of 
grocery outlets on the basis of operating 
cost differentials is also afforded. 

The functional approach to any study 
of distribution costs offers perhaps the 
most fruitful avenue of investigation. 
Marketers may lower distribution costs, 
in general: (1) by eliminating a function 
entirely, (2) by having the customer per- 
form the function herself, or (3) by per- 
forming the function more efficiently 
themselves. This study brings out the 
significant fact that as more functions 
are performed by the retailer, costs to 
the consumer are pari passu increased. 
This statement is valid whether the re- 


tailer is a chain, voluntary, or independ- 
ent. 


PROCEDURE AND CONCLUSIONS 


Twenty-five grocery stores, in Akron, 
Ohio (Pop. 255,000), Cuyahoga Falls, 
Ohio (Pop. 19,800), Kent, Ohio (Pop. 


8,400), and Ravenna, Ohio (Pop. 8,000) 
were visited on Tuesday, June 4, 1940 
by four students majoring in market 
research. These students already had 
considerable experience in market re- 
search. The work was voluntary on their 
part, although carefully supervised by 
the writer at all points. Tuesday was 
chosen in order to avoid week-end special 
prices and to assure more normal rela- 
tionships between the stores. Only na- 
tionally-advertised products were priced, 
and, in every case, packages of the same 
size and weight content were compared. 

Fifty-five nationally-known grocery 
products were finally examined, although 
a list of 70 items was originally drawn 
up. Obviously, the same items had to be 
found in all stores for comparative pur- 
poses. The conclusions reached here ap- 
ply only to the goods studied, and there 
is no implication that the price situation 
found on these items applies to all other 
items carried by the respective stores. 
All the stores visited were combination 
meat and grocery stores. The market- 
basket cost was computed by totaling 
the cost of one unit of every item in- 
cluded in this study. Where all the stores 
used a combination price for certain 
items the combination was considered 
as one unit. 

A sampling check was made on the 
prices given by the manager or owner of 
the store. In the supermarkets this was 
a relatively easy task. In the other mar- 
kets, the interviewers browsed around, 
either before or after their contact with 
manager or owner, and noted the prices 
of a sufficient number of samples to en- 
able verification of prices given them. A 
few respondents reported falsely such a 
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TABLE I* CompARATIVE Prices AT VARIOUS Types or GroceRY STORES— 
55 NATIONALLY-KNOWN ITEMs—4 NorTHEASTERN Ounio CITIES 








Index Numbers 











Type of Outlet Ownership N —_ of Ferm + Mar! | (Super-Market 
tores asket Cost 55 Ltems | basket equals 100) 
Supermarket Chain 7 $11.969 100.0 
Limited-Service Chain 5 12.580 105.1 
Limited-Service Independent 4 12.967 108.3 
Limited-Service Voluntary 6 13.159 109.9 
Full-Service Voluntary 3 13.814 115.4 
25 











* The terms used in this study must be defined, because of lack of uniformity in marketing terminology. The 
following definitions are implied whenever the shorter terms are used: 

(1) Supermarket: A self-service, cash-and-carry food store with sales over $100,000. 

(2) Limited-service chains: Chain stores offering counter service and doing over 90 per cent but less than 100 


per cent of their business on a cash-and-carry basis. 


(3) Limited-service independents or voluntaries: Independently owned grocery stores, affiliated or un-affiliated 
with voluntaries, offering counter service and doing less than 50 per cent of their business on a credit-and-delivery 


basis. 
(4) Full-service voluntaries: Independently owned food 


stores affiliated with a voluntary and doing more than 


50 per cent of their business on a credit-and-delivery basis. 


proportion of the items that it was neces- 
sary to discard their schedules. On the 
whole, however, stores reported accu- 
rately and showed interest in the results 
of the study. 

Comparative results appear in Table 
I. The averages are unweighted arithmet- 
ic averages. Unweighted price-relative 
indexes were computed with the average 
price at the chain supermarkets used as 
a base. 

For the sake of completeness, average 
chain costs are compared with average 
independent costs. On an unweighted 
basis, the average of all independent 
prices was found to be 8.4 per cent higher 
than the average of chain store prices. 
These results are shown in Table II. 


TABLE II. ComparIsON OF AVERAGE CHAIN Costs 
WITH AVERAGE INDEPENDENT Costs 








Average Costs | Amount 

is 
13 Independents $13.251 
12 Chains 12.224 





Difference $ 1.027 
Per Cent Difference 8.4% 





The following conclusions, which ap- 
ply only to this study, may be drawn 
from Table I: 

(1) Limited-service chains have prices 
5.1 per cent higher than those at the 
super-market chains. 

(2) Prices at limited-service independ- 
ents are 8.3 per cent higher than at the 
super-market chain stores. 

(3) Limited-service voluntaries are 
higher-priced than limited-service inde- 
pendents. Prices at the former are 9.9 per 
cent higher than chain supermarkets. 

(4) Full-service voluntaries are the 
highest-price units of all groceries stud- 
ied. Prices were 15.4 per cent higher than 
those found at the chain supermarkets. 
This percentage is approximately the 
price advantage of chains over independ- 
ents reported in some of the earliest 
studies. 

(5) Consumers have a definite respon- 
sibility in lowering distribution costs. 
Any form of consumer education should 
stress that consumers can save money on 
their grocery purchases by performing 
more and more of the marketing func- 
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tions themselves. This is not to suggest 
that everyone should buy at super- 
markets, as defined here. But it cannot 
be emphasized too strongly that the con- 
sumer can save money and lower distri- 
bution costs by foregoing certain services 
to which many of them have become ac- 
customed but which they do not have 
to buy in all stores. 


Cost ANALYSIS 


Unfortunately the Census does not 
separate cost data into functional groups. 
The scarcity of data on functional costs 
is especially noteworthy. Only two such 
studies! made in 1934 and 1936 respec- 
tively, were found. It is therefore diffi- 
cult, if not impossible, to make an ade- 
quate interpretation of price differentials 
in relation to costs. Recognizing this 
limitation and realizing that sweeping 
generalizations are dangerous, the writer 
feels, nonetheless, that a comparative 
analysis at this time will have some val- 
ue. The conclusions reached here are 
only tentative and should be so inter- 
preted until such time as fuller cost data 
become available for analysis by stu- 
dents of marketing. 

First, a differential of 5.1 per cent be- 
tween prices in chain supermarkets and 
limited-service chains demonstrates that 
the price-differentials in the various 
types of chain-operated stores follow 
rather closely the cost-differentials of 
operating these stores.? Severe competi- 
tion among the chains is no doubt re- 
sponsible for this condition. 

Second, limited-service independents, 
too, are apparently charging their cus- 
tomers the approximate cost of perform- 

“Operating Expenses of 110 Selected Food Stores” 
(for 1934), The Progressive Grocer, New York, and 1937 
Retail Survey (Figures for 1936) Dun and Bradstreet, 
Inc., New York. 

* The Progressive Grocer, op. cit. 

* The price differential found here was 8.3 per cent. 


The data of The Progressive Grocer show a cost differen- 
tial of 4.1 per cent to which may be added 3.5 per cent 





ing additional services not provided by 
the super-market outlets.’ 

Third, the price differential of limited- 
service voluntaries should not be any 
greater than that of the limited-service 
independents, although these voluntar- 
ies, according to this study, are pricing 
1.4 per cent above the independents. 
Voluntary group wholesalers, it it true, 
have a higher cost of doing business than 
full-line wholesale merchants. But, this 
cost should be more than offset by the 
buying advantages of these voluntaries. 
From these data it may be tentatively 
concluded that the independents are 
trying harder to meet chain store com- 
petition, on a day-to-day basis, than are 
the voluntaries. The voluntaries may be 
attempting to get higher prices on na- 
tionally-advertised goods during the 
week in order to more closely match 
chain store prices over the week-end. 
There is some evidence from a compre- 
hensive study of week-end advertising 
made by the writer that lends support to 
this thesis. 

Fourth, the full-service voluntaries are 
evidently content to solicit business on 
other than a price basis. The prices 
charged by the stores contacted are en- 
tirely out of line with the additional 
costs incurred by such outlets.4 Perhaps 
full-service voluntaries whose volume 
has been affected by the growth of the 
chain store, may find here part of the 
reason for the decline of their business. 
Groceries are no longer the typical con- 
venience good of former days, and shop- 
pers are keener than ever before in their 
purchases of groceries. 





buying advantage of the chains shown by the F.T.C. 
chain store inquiry and a 1 per cent discount allowance, 
making a total cost differential of 8.6 per cent. 

4 The Progressive Grocer study shows a cost differen- 
tial of 6.2 per cent between supermarkets and 80 per 
cent charge-and-delivery markets. To this may be 
added approximately 2 per cent for buying differentials, 
making a total of 8.2 per cent. 
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Irems INCLUDED IN Tuis StuDyY 


Irems INCLUDED IN Tu1s Stupy—Continued 





— Size . ighest Lowest Rea Size H ‘ ghest Lo west 
rice Price Price Price 

Kellogg’s Corn Flakes 13 0z. .12 .094 Sani-Flush 1# 6 07. .25 21 
Wheaties 8 oz. .13 10} Pillsbury Flour 2434 r.25 .95 
Quaker Puffed Wheat 33 02. .10 .o7} Gold Medal Flour 5# 32 24 
Shredded Wheat I2 Oz. .13 .094 Swansdown Flour 23# 30 .224 
Heinz Rice Flakes I2 oz. sts .10} Jack Frost Sugar 25# 1.49 1.29 
Cream of Wheat If#120z. .28 23 Colonial Sale 2# .10 .O7 
Mother’s Quick Oats If 40Z «10 .08} Ideal Dog Food if 3/25 3/25 
Bisquick 2# 80z. .35 26 Jello 3% 02. .06 3/14 
Aunt Jemima If 402. 33 .10 Royal Gelatin 3% oz. 06 3/14 
Campbell’s Chicken Soup 103 oz. 22 .10 Knox Gelatin I oz. .25 2 
Campbell’s Tomato Soup 10} 0z. = 3/25 3/22 Spry 3# 55 .48 
Campbell’s Vegetable Soup 11 oz. .10 3/25 Crisco if 22 . 
Carnation Milk 144 0z. 3/25 3/20 Hershey Cocoa 1# .19 15 
Campbell’s Baked Beans 17 .10 3/25 Baker’s Chocolate Large 20 as 
Argo Starch 17 .10 .08} Chase and Sanborn 1# 26 21 
Ivory Flakes 12} oz. 25 .194 Maxwell House if 30 244 
Oxydol 24 OZ. 24 .184 Tender Leaf Tea 34 072. 19 18 
Rinso 23} 02. 24 .184 Arm and Hammer Soda i# 10 08 
Chipso 22 Oz. 24 .194 Kraft Velveeta 8 oz. 19 144 
Sunbrite Cleanser 3 oz. .06 .144 Kraft American 2# 54 45 
Gold Dust Cleanser 14 OZ. .O7 05 Old English Cheese 8 oz. 22 .18 
Lux Soap — 3/2: 3/17 Wesson Oil Quart 55 er 
Palm Olive Soap — 3/20 3/16 Miracle Whip Quart 39 32 
Ivory Soap Large 10 .08 Kraft French Dressing 8 oz. 1S 13 
Ivory Soap Medium 06 042 Karo (Light) 134 16 13} 
Fels Naphtha — .0§ 10/39 Heinz Vinegar Quart .22 19 
P&G Soap Medium 5/21 5/17 French’s Mustard 9 02. a5 13 
Clorox Quart 25 3 











CHANGES IN WHOLESALING, 1929-1939 


JOHN ALBRIGHT 
Chief of Wholesale Trade, Census of Business 


Epitor’s Note: For the convenience of marketing men, 
Mr. Albright assembles in this article data scattered through 
a number of Census reports. What he has to say is of 
interest not only for its own sake but also as an indication 
that Censuses of Distribution have developed to the point 
where they permit effective study of trends. 


our Censuses of Wholesale Trade 

have now been taken, two in connec- 
tion with the Decennial Censuses cover- 
ing the years 1929 and 1939 and two as 
emergency projects, covering 1933 and 
1935. Work on the 1939 Census is now 
nearing completion, so that a review of 
some of the findings in the four censuses 
would seem in order. 

Unlike most surveys, a Census of 
Wholesale Trade represents a complete 
enumeration by means of personal con- 
tacts of each and every establishment in 
the country. A separate report is secured 
for each place of business—branches of 
organizations operating more than one 
establishment are enumerated separately 
—in order that such data as sales, em- 
ployment, and pay roll may be credited 
to the proper area: State, county, and 
city. Enumerators familiar with business 
conditions in their respective areas are 
employed for contact purposes. These 
enumerators are instructed in the tech- 
nical phases of their work by supervisors 
especially trained for the purpose in 
Washington. Although the rate of turn- 
over in the field personnel from one 
census to another has been high, con- 
tinuity has been maintained in the 
supervisory force in the Washington of- 
fice. It is believed that this continuity 
in the Washington office, together with 
uniform methods of conducting the cen- 
sus under centralized control, has re- 
sulted in a very high degree of compara- 





bility throughout the four Wholesale 
Censuses. 


EsTABLISHMENTS AND SALES 


The number of wholesale establish- 
ments increased from 168,820 in 1929 
to 200,573 in 1939, an increase of 31,753 
or Ig per cent—which, incidentally, was 
slightly less than the 20 per cent increase 
in the number of retail stores during 
the same period. Most of the gain in 
establishments came in the four-year 
period 1935 to 1939 when the net in- 
crease was 23,817. 

Nineteen-thirty-nine sales of wholesale 
establishments amounted to $55,265,- 
640,000, surpassing by 29 per cent the 
total 1935 dollar volume but falling short 
of the 1929 high by 18 per cent. Whole- 
sale sales for the three previous census 
years, without adjustments for changes 
in the price level, in round numbers were 
$4 3,000,000,000 in 1935, $30,000,000,000 
in 1933, and $67,000,000,000 in 1929. 

Although dollar sales were lower in 
1939 than they were in 1929, physical 
volume of business probably reached a 
high in the later year. The general 
wholesale price level in 1939, according 
to the Bureau of Labor Statistics, was 3 
per cent lower than in 1935 and Ig per 
cent under 1929. In evaluating the mag- 
nitude of physical volume in one year 
compared with another, it is important 
to remember that sales of industrial and 
capital goods, goods which account for a 
large portion of wholesale trade, drop 
off in adverse years far more substanti- 
ally than do consumer goods, and that 
during good business conditions they 
lead in the general uptrend. Estimates 
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of physical volume are also affected by 
any shifts in consumer buying from 
higher to lower grade of goods or the 
opposite. It appears safe to assume, how- 
ever, that 1939 was highest of the four 
census years. 














Number of 
c Net § 
Census Year Establishments Net Sales 
1939 200 , 573 | #55, 265,640,000 
1935 176,756 | 42, 802,913,000 
1933 163, 583 | 30,009, $90,000 
1929 168,820 | 66,983,024,000 





SALES COMPARED WITH PRODUCTION 


An interesting comparison is noted be- 
tween the trend in dollar volume of 
wholesale sales and the value of products 
of the industries—manufacturing, coal 
mining, agriculture—for whose output 
wholesale establishments are instrumen- 
tal in finding markets. Value of products 
of these industries is compared with 
wholesale sales in the accompanying 
tabulation, where, for convenience, the 
values have been converted to indexes 
with 1929 as a base. It should be borne 
in mind in this connection that not all 
products of the industries are marketed 
by wholesale businesses and also that 
production in any one year is not neces- 
sarily marketed during the same year. 





TaBLe I. WHOLESALE SALES COMPARED WITH VALUE 
or Propucts or MANuFactureErs, Coat MINEs, 
AND WITH FARM MARKETINGS 











1929 = 100 
' V -roducts | 
Business| Whole- alu of Products Farm Cash 
_—. = Manu- Coal | a eh 
-_ — | facturers* | Minest Marketings} 
1929 100 100 100 100 
1933 45 45 49 47 
1935 64 66 65 61 
1939 83 83 69 69 














* Census of Manufactures, Bureau of the Census. 

t United States Bureau of Mines. 

t Bureau of Agricultural Economics, Department of 
Agriculture. 


A striking similarity is noted between 
the trend in wholesale sales on the one 
hand and the value of products of manu- 
facturers on the other. The index of 
each series, with 1929 as a base, stood at 
45 in 1933 and 83 in 1939. In 1935 the 
value of products of manufacturers was 
two points above wholesale sales, 66 
compared with 64. Possible explanations 
for this difference are: building up of 
inventories by manufacturers and whole- 
salers in 1935, a relatively low level of 
farm marketings in 1935, and differences 
in census coverage. 


EMPLOYMENT AND Pay Rout 


Personnel (active proprietors of un- 
incorporated businesses and employees 
on a salary or wage basis combined) of 
wholesale establishments in 1939 totaled 
1,695,819, representing an increase of 
5.9 per cent over 1929. This rate of in- 
crease was somewhat less than the 8.6 
rise in retail trade personnel during the 
same period, or the 7.2 per cent gain in 
population of the United States between 
1930 and 1940, but it is in contrast to the 
7.7 per cent decrease in factory employ- 
ment during the ten-year period. This 
contrast is all the more striking when it 
is remembered that wholesale sales and 
value of factory production in 1939 were 
both back to 83 per cent of their respec- 
tive 1929 levels. Larger personnel in 
1939 tends to confirm the conclusion 
that physical volume was higher in that 
year than in 1929. 


In passing it might be interesting to 





Census | 





| . > * 
Year | Proprietors | Employees | Pay Roll 
1939 | 135,137 | 1,559,586 ($2,616,684 ,000 
1935 97,225 1,260,553 2,022, 262,000 
1933 94,487 1,096,977 | 1,714,109,000 
1929 9°,772 1,510,494 | 2,962,774 ,000 





* Includes no compensation of proprietors. 
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note that the total number of persons 
engaged in wholesale trade, as defined 
by the census, was slightly less in 1939 
than the number of retail stores in the 
country—1I,695,819 persons engaged by 
wholesale establishments compared with 
1,770,355 stores—an average of one per- 
son in wholesale trade to each retail 
store. 

Contrary to what might be expected 
on a rising volume of business, pay roll 
increased relatively more than sales be- 
tween 1935 and 1939; pay roll was up 
29.8 per cent compared with 29.1 for 
sales. As a result, pay roll increased from 
4.7 per cent of net sales in 1935 to 4.8 
per cent in 1939. Corresponding ratios 
were 4.4 per cent in 1929 and §.7 per cent 
in 1933. 

The number of proprietors of unin- 
corporated businesses reached a high in 
1939 due in part to the fact that opera- 
tors of commission bulk stations in the 
petroleum trade were included in this 
classification in that year, but not in 
previous censuses. Substracting the 17,- 
486 proprietors of this type in 1939, a 
gain of 21.0 per cent is noted over 1935 
and 29.6 per cent over 192 g—correspond- 
ing gains in the number of establish- 
ments were I3 per cent and Ig per cent 
respectively. Recent labor legislation 
may have been a possible factor in this 
trend. 


OPERATING EXPENSES 


Total operating expenses, which in- 
cludes pay roll, also increased relative to 
sales between 1935 and 1939, with the 
result that the 1939 expenses-sales ratio, 
except for 1933, was high for the four 
census years. Expenses per $100 of sales 
amounted to $10.00 in 1939, $9.70 in 
1935, $11,90 in 1933, and $9.00 in 1929. 
Pay roll, as stated above, was a factor 
in the rise in expenses between the last 
two census years. 


Inventories (cost value of merchandise 
on hand for sale at the end of the year), 
contrary to the trend in pay roll and in 
total expenses, were lowest in 1939 when 
they were valued at $7.00 per $100 of 
sales during the year. Corresponding 
ratios were $7.26 per $100 of sales in 


1935; $9.66 in 1933; and $7.54 in 1929. 
CHANGES GEOGRAPHICALLY 


The South Atlantic, Rocky Mountain, 
and Pacific groups of States show up 
most favorably when 1939 sales are com- 
pared with 1929. Although the dollar 
volume for the country as a whole was 
off 17.5 per cent in the decade, the South 
Atlantic division enjoyed an increase of 
1.8 per cent. Sales in the Mountain divi- 
sion were back to 92.8 per cent and in the 
Pacific to 92.2 per cent of their respective 
1929 levels. New England and the agri- 
cultural States of the Midwest lagged in 
recovery with the low in the West North 
Central division which in 1939 was still 
31.3 per cent below the 1929 level. 

More than one-half (54.6 per cent) of 
all wholesale trade in the country in 
1939 was transacted by establishments 
located in the Middle Atlantic and East 
North Central divisions, comprising the 
eight States of New York, New Jersey, 
Pennsylvania, Ohio, Indiana, Illinois, 
Michigan, and Wisconsin—States of di- 
versified industry and agriculture. Their 
percentage of the total business remained 
about the same in 1939 as in 1929, 54.6 
per cent and 54.0 per cent, respectively. 
Although the South Atlantic and Rocky 
Mountain divisions compare most favor- 
ably with 1929, their percentage of the 
total 1939 business is small—8.3 per 
cent for the former and 2.0 per cent 
for the latter. 

States comparing most favorably with 
1929 are: Nevada with a 69.5 per cent 
increase in sales; Delaware, a gain of 


33-4 per cent; New Mexico, 24.0 per 
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cent; North Carolina, 19.6 per cent, 
Florida, 18.4 per cent; and New Jersey, 
14.9 per cent. The District of Columbia 
gained 55.7 per cent in dollar volume. 
On the other extreme are found Kansas, 
Nebraska, South Dakota, Oklahoma, 
and North Dakota, each with a drop of 
35 per cent or more. 


CHANGES BY Types OF OPERATION 

Wholesale trade is defined broadly for 
census purposes to include, in addition 
to the more conventional types of whole- 
salers, the whole range of organizations 
selling (or buying) on a wholesale basis 
and performing other wholesale func- 
tions, including merchandise brokers, 


TaBLeE II. SALEs By GEOGRAPHIC DIVISIONS 1939 AND 1929 








Sales 


| Per cent of Total 





Geographic Division 


| | 


| 1939 | 





United States | 


New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 
Mountain 

Pacific 





$55, 265,640,000 





3,171, 487,000 
18,931, 269,000 
II, 228,015,000 
§, 808, 272,000 
4, 566,652,000 
1,964, 803,000 
35457,385 ,000 
1,088 , §87,000 
5 ,049,170,000 


Per cent 
ee i Change 

1929 | 1939 1929 1939 0S. 1929 
$66 , 983,024,000 100.0 100.0 —17.5 
4,005,910,000_—sC*/| ee 6.0 —20.8 
22, 702,703,000 34-3 33-9 — 20.6 
13,445,712,000 | 20.3 | 20.1 —36.§ 
8,454,665,000 | 10.5 | 12.6 —31.3 
4,485,643,000 | ae 6.7 + 1.8 
2,496,685,000 | 3-6 3-7 —21.3 
4,739, 143,000 6.2 7-1 — 27.9 
1,173,657,000 2.0 9 — 7.2 
5,478,906,000 9.1 8.2 — 7.8 
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TaB_e II]. Types or OpERATION. NUMBER OF ESTABLISHMENTS AND PERCENTAGE OF TOTAL SALES 
Number of Establishments | Percentage of Total Sales 
Type of Operation — 7 ds 
1939 | 1935 | 1933 | 1929 | 1939 | 1935 | 1933 1929 
Total 200, $73 176,756 | 163,583 | 168,820 100.0 100.0 | 100.0 | 100.0 
Service and limited-function whole- | 
salers 101,627 | 89,066 | 82,955 79,653 42.8 | 42.9 44.7 45-3 
Manufacturers’ sales branches | 
(with stocks) 12,977 11,499 12,274 | 16.0 15.8 14.8 |) 
Manufacturers’ sales offices (with- |} 16,946 | | | |} 22.8 
out stocks) 5,119 4,196 4,415 |) | 8.4| 8.4] 7.8 |) 
Petroleum bulk stations and termi- | 
nals 30,825 27, 333 26,174 | 19,611 | 6.9 | 6.3 5.9 3.6 
Agents and brokers 20,903 18,147 13,806 | 18,384 | 20.3 | 20.8 20.9 | 21.2 
Assemblers (mainly farm products) | 29,122 | 26,515 | 23,959 34,226 | 5.6 | 5.8 5.9 | 7.1 
| 














agents, commission merchants, and man- 
ufacturers’ sales branches. The term also 
embraces assemblers and country buyers 
of farm products such as elevators, co- 
operative marketing associations, and 
the like. All establishments are classified 
first by type of operation on the basis 
of functions performed and, second, by 
kind of business according to commodi- 
ties or lines of merchandise sold. 
Because of the variety of establish- 
ments included in the wholesale census, 
the type-of-operation approach is used 
in presenting the results. All establish- 
ments are divided into six general groups: 
(1) service and limited-function whole- 
salers—wholesalers largely independent 
in ownership, buying and selling on their 
own account; (2) manufacturers’ sales 
branches—owned and operated by man- 
ufacturers apart from plants primarily 
for warehousing and selling their prod- 
ucts; (3) manufacturers’ sales offices— 
similar to (2) above except that no ware- 
housing facilities are maintained; (4) 
bulk tank stations and terminals for the 
distribution of petroleum; (5) agents and 
brokers, including the whole range of 
functional middlemen; and (6) assem- 
blers and buyers of farm products. 
Table III tends to confirm the opinion 
that there is a tendency toward con- 


trolled distribution. Although the com- 
bined number of manufacturers’ sales 
branches and offices in 1939 was only 
slightly larger than in 1929, their per- 
centage of the combined total sales for 
all types of operations increased from 
22.8 to 24.5. Petroleum bulk stations 
and terminals, most of which are owned 
by or are affiliated with refiners, in- 
creased over $0 per cent in number dur- 
ing the 10-year period and from 3.6 per 
cent to 6.9 per cent of all sales. Service 
and limited-function wholesalers in- 
creased substantially in number but 
dropped from 45.3 to 42.8 per cent of the 
total business. Assemblers and country 
buyers engaged principally in the early 
stages—although many of them carry 
through nearly to the final stage—of 
marketing farm products and sea foods 
dropped both in number and in per- 
centage of the total business. 


KinpDs oF BUSINESS 


As stated above, each establishment 
is classified by trade or kind of business 
in addition to by type of operation. In 
view of the fact that there is considerable 
selling by one type of establishment to 
another—agents and brokers, manufac- 
turers’ sales offices, and assemblers of 
farm products frequently sell principally 
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TaBLe IV. Sates sy Kinps oF Business, ExpressED AS A PERCENTAGE OF TOTAL SALES 
(SERVICE AND LimITED-FuNCTION WHOLESALERS ONLY) 








Percentage é T Total Sales* 

















Kind of Business 

1939 | 1935 | 1933 | 1929 
Total 100.0 | 100.0 | 100.0 | 100.0 
Amusement and sporting goods 0.6 0.6 0.6 0.6 
Automotive 8.4 8.3 7.1 8.1 

Beer, wines, and liquors 2.9 3.8 “Oy “= 
Chemicals and paints [2 et : if 5.3 
Coal and coke 2.2 2.0 2.4 2.2 
Drugs 2.2 2.3 2.§ 1.8 
Dry goods and apparel 8.0 8.9 9-3 9.4 
Electrical goods 4.3 +2 2.1 2.8 
Farm products—raw materials 6.9 8.6 9-3 12.1 
Farm products—consumer goods 8.9 10.7 11.8 10.1 
Farm supplies 1.4 1.5 1.8 1.9 
Furniture and house furnishings 1.6 £3 3.3 1.6 
Groceries and food specialties 17.3 19.9 23.2 17.8 
Hardware 2.5 2.3 2.5 2.4 
Jewelry 1.0 0.8 0.6 1.2 
Lumber and construction materials 3-4 2.7 2.1 4.2 
Machinery—equipment—supplies 5.4 4.6 3.6 3-9 
Metals and metal work (except scrap) 2.2 £.% 1.2 2.2 
Paper and its products 2.4 3.2 2.5 2.3 
Plumbing and heating equipment and supplies 1.6 5.3 I.1 1.6 
Tobacco and products (except leaf) 4.9 an 3.9 2.8 
Waste materials 2.8 2.2 2.0 1.6 
All other products 6.7 5.8 s.7 8.1 














* Total sales were: $23,641,924,000 in 1939; $18,349,855,000 in 1935; $13,403,000,000 in 1933; and $30,365,829,000 


in 1929. 


to service and limited-function whole- 
salers—kind-of-business data are pre- 
sented separately for each of the six 
major type groups enumerated above. 
Table IV presents sales of service and 
limited-function wholesalers by trades, 
1939, 1935, 1933, and 1929, in terms of 
percentage of the total for each year. 
Trades gaining in relative importance 
since 1929 are: automotive, electrical 
goods, machinery and industrial equip- 
ment, tobacco, and waste materials 
(chiefly iron and steel scrap). “Beer, 
wines, and liquors,” a newcomer, ac- 
counted for 5.3 per cent of the total in 
1939. Drugs, aided by the addition of 
liquor departments in many establish- 
ments, gained from 1.8 per cent of the 
total in 1929 to 2.2 per cent in 1939. 


Farm products and farm supplies de- 


creased from their relative standing in 
1929, due in part to price changes. 
Groceries increased in relative impor- 
tance during 1933 and 1935 but returned 
in 1939 to the 1929 level, whereas furni- 
ture, jewelry, lumber, metals, and plumb- 
ing and heating dipped during the de- 
pression years then returned to their 
1929 standing. 


SUMMARY AND CONCLUSIONS 


(a) There has been a pronounced in- 
crease in the number of wholesale estab- 
lishments since 1929. 

(b) The physical volume of wholesale 
trade probably reached a new high in 
1939. 

(c) A very high degree of correlation 
is found between the index of wholesale 
sales on the one hand and the value of 
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manufacturers’ products on the other. 

(d) The number of proprietors of un- 
incorporated businesses increased more 
during the 10-year period than did the 
number of establishments, possibly not 
unrelated to recent labor and wage legis- 
lation. 

(e) The number of retail stores in the 
United States exceeds the number of em- 
ployees of wholesale establishments. 

(f) Pay roll rose relatively more than 
sales between 1935 and 1939. 

(g) Operating expenses per dollar of 
sales were higher in 1939 than in 1935 or 
1929. 

(h) Recovery has been most pro- 


nounced in the South Atlantic, Rocky 
Mountain, and Pacific groups of States 
in contrast to a lag in the West Central 
divisions. 

(i) A study of sales by types of opera- 
tion tends to support the tentative con- 
clusion that there is a trend toward con- 
trolled distribution in which producers 
perform increasingly more marketing 
functions. 

(j) Although increasing in number, 
sales of the more conventional types of 
wholesalers decreased in terms of the 
total dollar volume for all types of opera- 
tion combined. 











STRATIFICATION IN REPRESENTATIVE 
SAMPLING* 


FREDERICK F. STEPHAN 
Cornell University 


VY TRATIFICATION is one of the methods 
S that have been developed in recent 
years for increasing the accuracy of in- 
formation obtained from samples and 
reducing the cost of obtaining it. The 
general procedure is quite simple; it con- 
sists of dividing what is to be sampled in- 
to its most important parts and then 
taking a sample of the right size from 
each part. For example, no marketing 
survey of the customers of a department 
store would be satisfactory if it were lim- 
ited to purchasers interviewed at the 
jewelry counter or to people found in the 
bargain basement. To be fully represen- 
tative of all the customers, the sample 
should include customers of each depart- 
mentof the store and, moreover, it should 
include them in their true proportions. 

If a fixed percentage of the customers 
of each department is taken, the sample 
will be spread in a representative way 
over all the departments and will tend 
to include each of the different kinds of 
customers in its true proportion. For this 
sample the departments are taken to be 
the most important “strata” and hence 
the sampling is stratified by depart- 
ments. For other samples it might be 
more advantageous to stratify by in- 
come level, family size, type of residence, 
or some other pertinent characteristic 
by which the customers could be classi- 
fied. The basis for the stratification is 
chosen with reference to the purposes of 
the sampling and the conditions under 
which it must be done. 


* Presented at a Joint Session of the American Mar- 
keting Association and the Institute of Mathematical 
Statistics, Chicago, Illinois, December 27, 1940. 


38 


Like other methods employed in sam- 
pling, stratification can be used most 
effectively when the manner in which 
it affects the variability of samples is 
fully understood. The benefits it provides 
are not always large enough to compen- 
sate for the labor and expense of stratify- 
ing; indeed, there may be no benefits at 
all in some instances. This paper will 
describe the results to be expected from 
stratification for various methods of sam- 
pling and for different sets of circum- 
stances. 

Before proceeding to the main discus- 
sion it is well to recognize the importance 
of other phases of the whole sampling 
procedure. Unless every part of the pro- 
cedure is well planned and executed, the 
resuits of sampling may be quite mis- 
leading or even worse than no informa- 
tion at all. The scope of the survey must 
be defined clearly; the questions worded 
correctly and tested. The interviewers 
who collect the sample information must 
be capable and well trained. Their work 
must be supervised and checked. The 
data they collect must be analyzed by 
efficient procedures and interpreted cor- 
rectly. In discussing the value of strati- 
fication, therefore, we must remember 
that the berefits may be destroyed by 
mistakes or defective work in any part 
of the survey. 


THE PopPULATION 


Fundamental to all sampling is the 
assumption that the sample represents 
a “population.” The population may be 
made up of people, it may be a class of 
families in a suburb of a metropolitan 
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city, or it may be a group of farms, fields, 
homes, rents, stores, sales, prices, prefer- 
ences, opinions, or any other tangible or 
intangible objects that one may want to 
study. The sample is taken in lieu of the 
population because it is easier, or less 
expensive, or convenient. Often the pop- 
ulation in which we are interested is ac- 
tually infinite, and beyond the possibility 
of survey except by sampling. 

If the sample is perfectly representa- 
tive it is identical with the population 
in every respect, except that it is smaller. 
Its various averages and proportions are 
equal to the corresponding averages and 
proportions in the population. By using 
an appropriate multiplier, the ratio of 
the size of the population to the size of 
the sample, one may calculate, without 
error, the number of objects of any speci- 
fied class in the population. Samples are 
almost never perfectly representative; 
they are representative to a degree, and 
the degree of representativeness is differ- 
ent for each variable or classification to 
be estimated. The object in sampling is 
to obtain a sample that is, as nearly as 
is feasible under the circumstances a 
perfectly representative sample for those 
characteristics and variables that are im- 
portant for the study. The purpose of 
stratification is to increase the degree of 
representativeness attainable in samples. 


STEPS IN STRATIFICATION 


Stratification involves four steps: (1) 
the population is divided into subpopu- 
lations or strata according to one or more 
important characteristics; (2) the num- 
ber of items to be taken for the sample 
trom each stratum is determined in pro- 
portion to the size of the stratum, i.e., 
the number of items it contains (except 
in certain instances to be described later); 
(3) from each stratum a sample is drawn 
equal in size to the quota thus deter- 
mined; and (4) these samples are com- 


bined, or estimates from them are com- 
bined, to provide the final results. The 
stratified sample is then merely a set of 
samples, one from each of the several 
strata. 

Perhaps the most common procedure 
in stratification is to choose certain geo- 
graphic areas as strata, because many 
social, economic, and political traits vary 
from region to region. In recent public 
opinion polls these geographic strata 
have been subdivided further by age 
groups, income classes, and usually by 
sex, urban or rural residence, and citizen- 
ship. In their Study of Consumers Pur- 
chases, the Bureau of Labor Statistics 
and the Bureau of Home Economics 
used color and nativity, occupation, and 
family type as classifying factors for 
stratification, in addition to place of 
residence and income. The strata, there- 
fore, may be a combination of geo- 
graphic, economic, and other classifica- 
tions. 

One may well ask “How far can I profit- 
ably carry the stratification?” From the 
standpoint of theory, further subdivision 
will never increase the variability of 
samples and may reduce it. In practice, 
however, having too large a number of 
strata complicates the work unduly, in- 
increases the costs and technical difficul- 
ties, enhances the opportunity to make 
mistakes, and increases the likelihood 
that biases will appear to affect the esti- 
mates. Because the characteristics on 
which the stratification is based are 
usually intercorrelated, the addition of 
new factors for stratification does not 
always increase the benefits materially. 
As in adding variables in multiple corre- 
lation, the law of diminishing returns 
applies. 

In choosing factors for stratification 
one will first consider what information 
is available for the purpose. Ordinarily, 
one can not stratify by religion because 
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there is no accurate classification of pop- 
ulation by religion. Stratification by 
geographic district, on the other hand, is 
relatively easy, for the necessary data 
are given by the Census in great detail. 
Some kinds of geographic areas are 
better than others; counties or other 
political subdivisions may be much less 
helpful in a geographically stratified sur- 
vey of farms than areas drawn to include 
land of the same soil type without refer- 
ence to political boundaries. For a pre- 
mium gasoline survey the make of car 
might be a better basis for stratification 
(as well as a more feasible one) than in- 
come. 

In selecting factors for stratification 
one must keep in mind the relative influ- 
ence of a proposed stratum in the total 
sample. Thus, for example, it might ap- 
pear that setting up a stratum for the 
Chinese in an American city would be 
worth while but, unless the survey was 
one pertaining to race, the effect on the 
sample of separating out so small a 
stratum would be negligible. 

The best factors to use for stratifica- 
tion are those that tend to make each 
stratum include only items of one kind, 
the items within a stratum being like 
each other, and different from all other 
items, not alone in the stratifying factors 
but also in all the other characteristics 
that are important for the study. Homo- 
geneity within each stratum is the objec- 
tive. The strata should differ one from 
another as much as possible. 


THREE TYPES OF SAMPLING 


The data obtained in a survey are fre- 
quently described as being “‘selected to 
be truly representative,’ “drawn at 
random,” or “‘a fair cross-section.” These 
phrases express the intent more often 
than they do the actual performance of 
the sampling. On close examination, the 
method of sampling usually appears to 


be a combination of three types of selec- 
tive agents: (1) the judgment of the per- 
sons who are sampling, (2) the active 
response of the population that is being 
sampled, and (3) the operation of chance 
factors. The inclusion of a person in a 
sample may depend in part on whether 
the interviewer judges him to be the kind 
of person that is wanted for the sample, 
in part on whether he consents to be in- 
terviewed or refuses, and in part on 
those many minor factors that are 
lumped together as “chance.” 

When the major emphasis is on the 
first type of selection and the items con- 
stituting the sample are “hand-picked” 
by experts who think, from their knowl- 
edge of the population, that the items 
they choose are representative of it, the 
sample may be called a “judgment 
sample.”’ When the second selective fac- 
tor is dominant, as in broadcast ques- 
tionnaire inquiries or clip-the-coupon 
campaigns, it may be called a “‘self- 
selected”’ sample. Samples selected solely 
by chance, possibly subject to certain 
rules or restrictions, are ‘“‘random” 
samples. The effects of stratification will 
be reviewed separately for each of these 
types of sampling. 


JuDGMENT SAMPLING 


Judgment sampling may or may not 
be improved by stratification, depending 
on how effectively the “‘judges” are mak- 
ing use of the information on which the 
stratification would be based. An inter- 
viewer who is instructed to select a rep- 
resentative sample of 100 persons in a 
certain town may know about how many 
merchants, laborers, professional men, 
and other kinds of workers there are and 
how many of each he should have in his 
sample. Ordinarily he will not know this 
accurately and he will select a more rep- 
resentative group if he is told, from 
Census data or other information, just 
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how many of each occupation he should 
take. 

Within each occupation group he may 
still use his judgment as to which indi- 
viduals would make up a sample repre- 
sentative of the group. Since the indi- 
viduals within any stratum are usually 
more alike than the individuals within 
the whole population, his selections are 
made within a smaller range of variation 
and the range of samples he might pos- 
sibly pick is narrowed. If 7; is the num- 
ber of items taken from the ith stratum 
and r; is the range for averages of some 
variable in the ith stratum then the 
range of averages for possible samples is 
r= Zn r;i/n. This range will usually be less 
and never more than the range r’ of 
averages of the same variable in un- 
stratified samples of ” from the popula- 
tion. Some “judges” may find it difficult 
to exercise their judgment when it is re- 
stricted by stratification but others will 
find that, by confining their choice to a 
narrow range in each stratum, stratifica- 
tion sharpens their discrimination of the 
remaining small differences and hence 
improves their selections. 

Stratification produces similar results 
if the selection is made by an expert at 
headquarters instead of an interviewer in 
the field. It restricts the possibility of 
getting very unrepresentative samples 
due to bias or misinformation and re- 
duces the variation due to the chance 
factors that play some part in almost 
every selection by judgment. 


SELF-SELECTED SAMPLES 


Self-selection occurs in many forms. It 
may result, for example, from outright 
refusal to be interviewed, from lack of 
interest in returning a questionnaire, 
from ignorance or carelessness that 
makes a return incomplete or not usable, 
or from the factors that make the post- 
man report ‘“‘moved—left no address” or 


the interviewer, “not at home—tried 
five times.” It results in biases to the 
extent to which persons who are antag- 
onistic, indifferent, careless, or mobile 
tend to differ in their economic and so- 
cial characteristics from other people in 
the population that is being sampled. 
The loss of this part of the sample can 
be corrected in part, but not completely, 
by substituting other individuals that 
live in the same neighborhoods. How- 
ever, these substitutes will usually be co- 
operative, careful, and stable, hence 
somewhat different in their characteris- 
tics from the individuals they are to re- 
place. 

By providing that a fixed proportion 
of the sample shall come from each geo- 
graphic area or income class, stratifica- 
tion will automatically bring about the 
replacement of persons lost to the sample 
by persons of the same stratum thus 
partly correcting the bias that would 
result if there were no replacement of 
losses. The number of questionnaires 
mailed to persons in strata with low rates 
of return can be increased to compensate 
for the lower rates so that the number of 
usable returns received from each stra- 
tum will be proportional to the size of 
the stratum. It may also be possible to 
introduce into the stratification scheme 
a classification that will separate effec- 
tively the kind of people for whom the 
loss rates are high from those for whom 
they are low, thereby controlling the 
major part of the bias due to losses. 


RANDOM SAMPLES 


Not every sample designated as “ran- 
dom”’ is completely so. There is often 
some element of judgment or self-selec- 
tion, particularly the latter, because 
some items drawn for the sample may be 
lost by refusal or otherwise before the 
results are ready for analysis. These de- 
partures from randomness bias the re- 











42 





THE FOURNAL OF MARKETING 





sults of unstratified as well as stratified 
sampling. 

In the discussion of random sampling, 
it will be assumed that the sampling is 
strictly random. For finite populations, 
this means that each item in the popula- 
tion has an equal and independent 
chance of being selected for the sample; 
for infinite populations it means that the 
items are drawn one at a time with the 
probability at each draw that the item 
selected will come from any distinguish- 
able class of items being equal to the 
relative frequency of that class in the 
population. 

One of the great advantages of 
strictly random sampling is that it per- 
mits the use of the theory of probability 
to predict how much variation there will 
be among samples drawn under the same 
set of conditions. The variability of 
averages, #, each calculated from a ran- 
dom sample of » values of a variable, x, 
is measured by the error variance (square 
of the standard error), /(z). It is well 
known that in sampling from an infinite 
population 

I 
(1) V(z) =— V(x). 
n 
where (x) is the variance (square of 
the standard deviation) of x in the popu- 
lation. In sampling from a finite popu- 
lation, the error variance is smaller, 





. 1 N- 
(gj) =— - 


(2) n N-1 


” V(x) 
where WN is the number of items in the 
population. In samples of less than 5 per 
cent or so of a finite population equation 
(1) gives substantially the same result 
as (2) and is more convenient to use. 
The formulas presented in the remainder 
of this paper will be those for sampling 
an infinite population. 

The error variance of averages calcu- 


lated from stratified samples can be 


computed from similar formulas. In this 
section it will be assumed that the pro- 
portion of items in the sample drawn 
from any stratum will be the same as 
the proportion of the items in the popu- 
lation that is in that stratum. This is 
proportionate stratified sampling; a later 
section will discuss disproportionate 
sampling. 

For stratified random samples from 
an infinite population, the error variance 
of averages is 


I 
V(%) =— 
n- 


(3) Di nV (x)} 


where V’(x;) is the variance of x in the 
ith stratum and 7; is the number of items 
taken from that stratum for the sample. 
It is obvious that if as a result of the 
stratification all the stratum variances 
are smaller than the population vari- 
ance, the error variance of stratified ran- 
dom samples is less than that of simple 
random samples of the same size and 
drawn from the same population. Some- 
what less obvious is the fact that the 
error variance of stratified samples may 
be less, and cannot be more, than that of 
comparable simple random samples even 
though some of the stratum variances 
are larger than the variance of the popu- 
lation. This follows from a simple rela- 
tion between these variances: 


(4) nV (x)= = (nV (xi) }+2la(ui—uy’} 


where uw; is the average of x in the 7th 
stratum and wu is the av eg of x in the 
population. From (1), (3), and (4) 


I 
(5) V(a)=Vi(a)+— Emu wy}. 
n° 


The last term is positive except in those 
instances in which the average of x is 
the same for all strata; then it is zero. 
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The effects of stratification in random 
sampling may now be summarized: 

(a) The stratification may separate 
out the different values of x so that each 
stratum contains only items having the 
same value of x. In this case variance of 
each stratum is zero and from (3) the 
error variance of average is also zero. 
This would be true, for example, of the 
average size of family for samples from 
strata each containing families of only 
one size. 

(b) The stratification may only partly 
segregate like values of x, either because 
it is based on other variables correlated 
with x or on a distribution of values of 
x by class intervals, such as a classifica- 
tion of families by income. In this case 
stratification reduces the error variance 
of simple random sampling in proportion 
to the square of the correlation ratio of 
x and the strata groupings. 


(6) V,(#) =V(%)(1—9). 


(c) The stratification may effect no 
separation of similar values of x; it may 
only divide the population into a num- 
ber of populations that are identical so 
far as x is concerned. In this case the 
error variance is the same for stratified 
and for simple random sampling. 


DIsPROPORTIONATE SAMPLING 


Under some circumstances it is advan- 
tageous to draw larger samples from 
some strata and smaller samples from 
others than strict proportionality would 
provide. When this is done, the statisti- 
cal results from each stratum are 
“weighted” by appropriate multipliers 
before they are combined. For example, 
the average of x is 


( 7) x= 2w;k; 


where ;, is the average of x in the sample 
from the ith stratum and w,, the weight 
for that stratum, is equal to its propor- 


tion in the population. The error vari- 
ance of this weighted average is 


(8) V(#) = 2 — V(x). 


The error variance will be least if the 
numbers, ,;, are made proportional to 
the products, wiv/V(x;). 

It may be advantageous to deviate 
from ordinary proportionate sampling of 
the strata in other circumstances. When 
comparisons are to be made between 
strata, for example, the optimum ar- 
rangement would be to take the same 
number of persons from each stratum, 
(or a number proportionate to the stand- 
ard deviation of each stratum). A sample 
designed to provide such comparisons, 
as well as a figure for all strata combined, 
might employ a compromise between the 
two optimum distributions of the sample. 
The Gallup Poll, which reported presi- 
dential preferences for individual states 
as well as the United States, is an ex- 
ample of this situation. 

Disproportionate sampling is attended 
by a serious disadvantage in that it re- 
quires weighting of the results, stratum 
by stratum. This may become quite 
complicated and costly. In some in- 
stances it is better to take a uniform 
proportion from each stratum for the 
total sample and then supplement it by 
a separate sample drawn disproportion- 
ately in such a way as to make the two 
samples when combined the equivalent 
of a disproportionate sample appropriate 
to the need for interstrata comparisons 
and special estimates. 

Other instances calling for dispropor- 
tionate sampling are found when the 
cost of obtaining data varies greatly 
from stratum to stratum. Reduction in 
the size of the sample in a high cost 
stratum may permit a large enough in- 
crease in the size of sample in low cost 











44 





THE JOURNAL OF MARKETING 





strata to reduce the error variance of the 
total sample. In still other instances the 
detail of tabulation may vary from 
stratum to stratum making dispropor- 
tionate sampling desirable. 


SELECTION AT INTERVALS AS A 
ForM OF STRATIFICATION 


A method of sampling that is fre- 
quently employed is to take every 5th 
or 10th or 20th item (e.g., person or 
family) down a list in geographic order 
or to make selections at other regular 
intervals from a list of items arranged in 
some meaningful order. This is equiva- 
lent to dividing the population into small 
strata, all of the same size, and drawing 
one item from each stratum. This pro- 
cedure was followed in the 1940 Popula- 
tion Census,! taking 2 persons out of 
every 40 in the order in which they were 
enumerated, 1.e., the order in which their 
residences come as the enumerator fol- 
lows his beat around one block after 
another or along rural roads. Since 
neighbors tend to be similar in economic 
and social characteristics, this stratifica- 
tion reduces the chance variation of the 
samples. 


ADJUSTMENTS VERSUS STRATIFICATION 


The term “stratification” is sometimes 
applied to sampling in which no attempt 
is made to regulate the proportion of the 
sample derived from each stratum but 
adjustments are made, after the sample 
is taken, to correct for any unintended 
disproportionality of strata that may 
appear in the sample as a result of chance 
or other factors. These adjustments are 
like those in disproportionate sampling; 
they involve the same difficulties but 
provide few of the advantages that lead 


1 See Frederick F. Stephan, W. Edwards Deming, and 
Morris H. Hansen, “The Sampling Procedure of the 
1940 Population Census,” Yournal of the American Sta- 
tistical Association, 35 (1940), 615. 





one to sample disproportionately. How- 
ever, they do enable one to. avoid the 
trouble of drawing to a quota figure in 
each stratum. The error variance of such 
adjusted samples is given by equation 
(8) and ordinarily it is greater than that 
of proportionate stratified samples but 
less than that of simple random samples. 
In biased sampling the adjustment may 
remove much of the bias as well as part 
of the error variance, a fact noted years 
ago with the Literary Digest polls. 


Errect oF Errors IN STRATIFICATION 


A poor choice of variables for deter- 
mining the strata makes proportionate 
stratified random samples more variable 
than they would be had a good choice 
been made but it will not make them 
more variable than simple random 
samples. Mistakes or the use of inaccu- 
rate information as to the relative size of 
the strata may be much more serious in 
their consequences, for they tend to bias 
the estimates or averages and increase 
the error variance. They lead to dispro- 
portionate sampling in what is assumed 
to be proportionate, and inaccurate 
weighting in disproportionate sampling. 

Given an inaccurate set of strata pro- 
portions, w,’, in place of the correct pro- 
portions, w;, the error variance of aver- 
ages in stratified random samples _ be- 
comes 


V(#) = { Zyi(w,’ —w,)}? 


(9) +2 {w'2V(x,)/n;}. 


The second term on the right hand side 
of (9) ordinarily will differ little posi- 
tively or negatively from (8); the first 
term (the square of the bias in # as an 
estimate of u) increases the error variance 
except when the deviations of the 
weights trom their true values are uncor- 
related with the strata averages, in 
which case it is zero. 
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When estimates are to be made of 
totals or frequencies rather than aver- 
ages, an additional error factor will be 
introduced by the use of inaccurate in- 
formation about the size of the popula- 
tion. This affects both simple and 
stratified samples alike. 


Errect or SUBDIVISION 
IN TABULATION 


If, in the tabulation of the sample, the 
data are subdivided into two or more 
groups according to characteristics that 
were not used to determine the strata, 
the benefits of stratification are reduced. 
For example, if males and females are 
not separated by the stratification and 
if tabulations are made for males alone, 
the sample of men is only partly strati- 
fied by the characteristics that were used 
to determine the strata in the whole 
population. Instead of being fixed, the 
number of men drawn from the ith 
stratum for the sample will vary by 
chance with an error variance 
(10) V(m;) =n pi(1 —pi) 
where m; is the number of males drawn 
from the ith stratum for the sample and 
pi is the proportion of males in the ith 
stratum. There is some gain from stratifi- 
cation, however, since the error variance 
of m; is less than it would be in simple 
random sampling. Hence the control of 
the variability of characteristics that are 
associated with sex is somewhat better 
than in a simple random sample though 
it may be less than half as great as ina 
sample that is stratified by sex. 

The benefits thus lost may be recov- 
ered in part by proper weighting or by 
adjustment of the sample results if the 
sex distribution is known for each stra- 
tum of the population. The loss occurs 
even if within each stratum men do not 
differ from women in the characteristics 


that are being studied. Hence if the 
data are to be subdivided in the tabula- 
tions by some basic characteristic it may 
be quite important either to stratify or 
to adjust the results for this characteris- 
tic. Since tabulations often involve sub- 
division by many characteristics for 
which it is not feasible to stratify or 
adjust, this partial loss is a serious limi- 
tation on the value of stratification. 


SUMMARY 


Sampling is a very useful and neces- 
sary procedure that can often be im- 
proved by controlling the proportion of 
the sample that is drawn from each im- 
portant subdivision of the population to 
be sampled. Stratification may be a 
simple process or it may be complicated; 
it may enhance the value of the sample 
and decrease its cost, or it may yield no 
great benefits, depending on the purpose 
of the sampling and the circumstances. 
The techniques of sampling and analyz- 
ing sample data, when they are used 
properly, are of great value in marketing 
and business research. 
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FAIR TRADE AND THE RETAIL DRUG STORE 
CHARLES F. PHILLIPS 


Professor of Economics, Colgate University 


TH brief note is called forth by the belief 

that Fair Trade and the Retail Drug 
Store, a study of the effect of the fair trade 
laws on retail drug prices, will be used by 
many proponents of such laws as “proof” 
that fair trade spells lower retail prices. 

Based on data from drug stores of 44 
states, the study shows—among other things 

that the average price for the $0 items con- 
sidered fell 1.02% following the adoption of 
fair trade laws. While the authors never state 
succinctly their opinion as to cause and effect 
relationships between fair trade and this 
slight price decline,’ it is not difficult to show 
that we should hesitate in using the material 
of the report as indicating that fair trade 
leads to lower prices. Consider the following 
three points: 

First, the fall in retail prices in the 42 fair 
trade states is probably more closely related 
to a fall in the general price level than it is 
to fair trade. This possibility is denied by the 
authors of the report in the statement, “It is 
known that retail prices generally were not 
declining during the period surveyed.” As 
evidence they point to a rise from 93.8 to 
96.8 in the ““Sundries”’ series of the combined 
Cost of Living Index of the National Indus- 
trial Conference Board. But is this series of 
any significance in the present case? In it 
drugs play an insignificant part. Household 
furnishings, reading materials, and recrea- 
tion are more important. It also covers such 
a miscellaneous group of items as tobacco, 
organization dues, medical care, carfare, and 


' By H. J. Ostlund and C. R. Vickland. Chicago, 
Druggists’ Research Bureau, 1940. 

* However, on page 35 there is a statement which 
Seems to indicate that they feel there is some cause and 
effect relationship. 


candy. That this series measures the trend of 
drug prices seems quite improbable. 

As a matter of fact there is no good index 
of prices to be used as a basis of comparing 
retail drug prices. Probably the best is that 
of the United States Department of Labor 
covering wholesale prices of drugs and phar- 
maceuticals. This index shows the following 
trend: 1936, 74.4; 1937, 79-1; 1938, 73.9; and 
1939, 72.9. Even if the 1936 figure is used as 
the “‘before fair trade’ figure and the 1939 
figure as the “‘after’”’ figure, the index shows 
a decline of over 2 per cent. But actually the 
decline was greater than this during the 
period covered by the data in Fair Trade and 
the Retail Drug Store. As at the end of 1936 
only 15 states had fair trade laws while 27 
adopted them during 1937,’ it follows that 
most of the “before” prices were for these 
two years. If we average the wholesale drug 
index for these years we get a figure of 76.8. 
The “after” prices covered March, 1939 
through August, 1939, and the average index 
figure for this period was 71.9, as against 
72.9 for the entire year. Consequently the 
wholesale drug index showed a decline of 
over 6 per cent during the period covered by 
this survey. 

It should be repeated that the use of the 
wholesale drug index is far from ideal, but it 
seems likely that the 6 per cent decline which 
it shows is more closely related to the 1 per 
cent decline in retail prices reported by this 
survey than is fair trade. 

Second, it is of some significance that 
prices in the two non-fair-trade states fell 
more than prices in the 42 fair-trade states, 
prices in the former falling 3.01 per cent 


3 Grether, E. T., Price Control under Fair Trade Legis- 
lation (New York, Oxford University Press, 1939), p. 19. 
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against 1.02 per cent in the latter. Moreover, 
as the report indicates, “‘in states not having 
fair trade laws many manufacturers have 
stabilized prices to a certain extent appar- 
ently by using the legally-approved policy of 
refusing to sell to retailers who cut prices too 
deeply” (page 30). This statement implies 
that prices in the non-fair-trade states might 
have fallen even more if fair trade laws had 
not existed in other states. 

Third, even if it can be shown (which the 
writer doubts) that fair trade has resulted in 
a lower average price in the drug field, this is 
by no means evidence that the consumer will 
gain from fair trade. It should be noted that 
this lower average price would be the result 
of a rise of prices in chain and other low-price 
stores and a fall of prices in former high- 
price stores. As the latter stores mow do the 
larger volume of business, even though the 
percentage by which their prices fall is less 


than that by which chain store prices rise, 
the weighted average price is lowered. But 
there is a long-run trend for customers to 
switch from higher price to lower-price drug 
stores, a movement which will be slowed up 
(stopped or reversed if the proponents of fair 
trade accomplish their aim) by resale price 
maintenance. Therefore, looking several 
years ahead, resale price maintenance will 
keep the average weighted price of branded 
goods high relative to what would other- 
wise exist at that time.‘ 


‘For example, assume the present distribution of 
sales between high and low-priced drug stores is 70 
per cent and 30 per cent. If prices rise by 5 per cent in 
the latter and fall by 3 per cent in the former, the aver- 
age price has fallen. Something like this is what the sup- 
porters of fair trade claim has happened in the last few 
years. However, without resale price maintenance, the 
ratios of sales might gradually change to so-so. Under 
such conditions, 5 per cent higher prices in the low- 
price stores and 3 per cent lower prices in the high-price 
stores would give a higher average price. 


COMMENT ON “A STATISTICAL NOTE ON THE 
TRADE AGREEMENT PROGRAM” 


NICOLO PINO 
Arlington Heights, Illinois 


M5 GRACE BECKETT, in her article on the 

trade agreement program, gives an inter- 
esting presentation of the international trade 
of the United States with certain agreement 
and non-agreement countries.! The conclu- 
sions she draws from her figures seem too 
optimistic, even though they are accom- 
panied by a number of well selected qualifi- 
cations. If we analyze the data in a different 
manner and from a different point of view, 
we shall entertain a less favorable opinion of 
the agreement program, although not an al- 
together unfavorable one. 

It has often been said that what is wrong 
with our foreign trade is not so much other 
countries’ trade barriers as our own. When 
the United States changed from a debtor to 
a creditor nation, the excess of international 
payments to this country could be paid only 


1 Beckett, Grace, “A Statistical Note on the Trade 
Agreement Program,” THE JOURNAL OF MARKETING, 
January, 1941, pp. 280-282. 


in goods, that is, by means of a negative 
balance of trade and of certain invisible 
items, such as tourist expenditures of Ameri- 
cans abroad. A continually positive balance 
of trade in a creditor nation results either in 
default or in increased foreign borrowings by 
the debtor nations. In either case, the urge 
for trade to become negative in the creditor 
nation is continually increased. If the debtor 
nations default and their currencies are de- 
valued, their goods will appear cheaper in the 
creditor nation. If the creditor nation opens 
more credits to the debtor nations, interna- 
tional payments of interest and capital to 
the creditor nation will acquire ever greater 
importance. The situation is made still worse 
if tariffs are raised in the creditor country to 
maintain its positive balance of trade. Under 
such conditions, the maladjustment of the 
international economic balance may become 
so grave that moratoria will have to be de- 
clared. 

The trade agreement program should be 
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tested, not by its ability to increase foreign 
trade, but by its effectiveness in improving 
the international economic balance through 
creating a negative balance of trade in credi- 
tor nations and a positive balance of trade in 
debtor countries. 

Two questions must be answered: Did the 
balance of trade of the United States tend to 
become negative after the trade agreement 
program went into effect? Was this effect 
greater in trade with agreement countries 
than in trade with non-agreement countries? 
If we could answer both questions positively, 
we might conclude that that trade agree- 
ment program has had a favorable effect 
traceable directly to it. However, we cannot 
give positive answers to the two questions, 
as we shall see. 

Table I shows the balance of trade be- 
tween the United States and the same trade 
agreement and non-agreement countries in- 
cluded in Miss Beckett’s study for the pe- 
riods 1934-35 and 1938-39. 

TaBLeE J. BALANCE OF TRADE OF THE UNITED StraTEs,? 
1934-35 AND 1938-39 (In millions of dollars) 





1934-35 | 1938- 39 | Average 
Average | Average | Yearly 
per Year| per Year | Increase 





| 

Trade with certain agree- 

ment countries —17 290 307 

Trade with certain non- 
agreement countries 

Trade with all countries 





Ww nN 
is) 
“IO 


438 218 
| 997 | 640 





In 1934-35 the United States had an aver- 
age yearly positive balance of trade of 
$357,000,000 in its trade with the rest of the 
world. This balance increased to $997,000,- 
000 by 1938-39. This is an increase of almost 
180 percentage points. The first question 
must be answered negatively. 

Table I further shows that the United 
States balance of trade with agreement 
countries was negative by $17,000,000 a 
year in the average in 1934-1935 but in 
1938-39 had become positive by $290,000,- 
ooo showing a positive increase of $307,000,- 
ooo. During the same period the balance of 


* The figures are computed from Table I of Miss 
Beckett’s article. 


trade with non-agreement countries passed 
from a positive $220,000,000 to a positive 
$438,000,000, and increase of $218,000,000, 
compared with the increase of $307,000,000 
for agreement countries. Not only did the 
positive balance increase after the agreement 
program, but it increased more in agreement 
countries than in non-agreement countries. 

The significance of the increase in the posi- 
tive balance of trade is indicated better by a 
relative than by an absolute quantity. We 
might use for the purpose either the relation 
between the balance of trade and the tota! 
international trade (imports plus exports) or 
that between the balance of trade and ex- 
ports or imports. Since the balance of trade 
happens to be positive and we are interested 
in measuring the excess of exports over im- 
ports, the best measure probably is the per- 
centage of the balance of trade to imports in 
the two periods, as shown in Table IT. 


TaBLe IJ. INTERNATIONAL TRADE OF THE UNITED 
STATES,’ 1934-35 AND 1938-39. (Percentage of balance 
of trade over imports; imports equal 100%) 


1934-35 | 1938-39 | Increase 
o7 7 











% | % | % 
Trade with certain agree- 

ment countries —2.2 23.5 25.7 
Trade with certain non- | 

agreement countries | 22.2 23.5 II.3 
Trade with all countries | 16.2 31.8 | 15.6 





In 1934-35 exports to agreement countries 
were below imports from the same countries 
by 2.2 percentage points, but in 1938-39 
they exceeded imports by 23.5 percentage 
points, an increase of 25.7 percentage points. 
For non-agreement countries the relationship 
passed from 22.2 percentage points in 1934- 
35 to 33.5 percentage points in 1938-39, an 
increase of 11.3 percentage points, compared 
with an increase of 25.5 for agreement coun- 
tries. This is further proof that the positive 
balance of trade of the United States in- 
creased after the enactment of the agreement 
program and that it increased more, both 
absolutely and relatively, in agreement than 
in non-agreement countries. 


3 The figures are computed from Table I of Miss 
Beckett’s article. 
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The conclusion must be that, even if the 
agreement program has lowered tariffs re- 
ciprocally, the decrease has been so calcu- 
lated as to favor exports more than imports. 
This is possible because international trade 
is based upon the exchange of goods posses- 
sing characteristics of demand and supply 
which differ so that changes in tariffs will 
affect their international movements in dif- 
ferent proportional ways. 

From the point of view of the country’s 


international balance, the agreement pro- 
gram has failed its test so far, although the 
trend may be reversed in the future. The 
situation would be worse, certainly, without 
the program. The trend towards higher 
tariffs has been stopped. Possibly it has been 
reversed. International trade has increased, 
although it has done so in the wrong direc- 
tion. In so far as these changes can be attrib- 
uted to the program, it is a step in the right 
direction. But it is nothing more than a step. 


SWISS RETAIL TRADE AND FASCISM 
PAUL UCKER 


San Francisco, California 


[Xs Paper, “Changes in the Central 

European Retail Trade,” in the January, 
1940 issue of THE JOURNAL OF MARKETING, 
Walter Froehlich devoted a few words to 
Switzerland. The Swiss policy of restriction 
in retail trade is a less pronounced example of 
that middle class movement which, in coun- 
tries inherently less democratic and under 
worse economic conditions, has led towards 
fascism. It may be of interest to complete 
Froehlich’s discussion insofar as it pertains 
to Switzerland, in view of the controversy 
that has arisen. 

The Swiss instance is an illustration, not so 
much of attempts to weaken large-scale dis- 
tributors, for they are relatively unimpor- 
tant, as of attempts to strengthen small ones 
in distressed circumstances. Indeed, when 
Erwin Reisner in his answer to Professor 
Froehlich,' expresses disagreement with the 
latter’s conclusions, he may have had in 
mind in some measure Switzerland’s retail 
situation. In Switzerland the legislative help 
accorded small merchants has not destroyed 
a free economy, and a reasonable extent of 
state intervention has not resulted in the 
failure of such protective policy. This is true 
because the Swiss have refrained from insti- 
tuting laws which would prevent completely 
the development of modern forms of distri- 
bution. These laws are, in fact, not only ade- 
quate for, but vitally necessary in, a progres- 

1“*Aid for the Independent Retail Trade, a Step 
Toward Fascism?” THE JOURNAL OF MARKETING, Octo- 
ber, 1940. 


sive society which still believes in political 
democracy and a competitive business life. 

The general picture of an impoverished 
Central Europe after the World War No. 1 
does not apply to the Helvetic Confedera- 
tion. But with the depression deepening dur- 
ing the 1930’s, restrictive legislation in the 
field of retailing was finally introduced. In 
1933, the opening of new and the expansion 
of already existing department stores, lim- 
ited-price variety stores, and chain stores was 
forbidden. At first, the regulation was con- 
ceived as temporary and was strictly ob- 
served, particularly, for “‘five-and-ten-cent” 
stores. This federal decree has since been re- 
newed every two years. 

The nature of Switzerland’s national econ- 
omy is determined by the fact that 22.5 
per cent of her 15,800 square miles are un- 
productive territory and by the practical 
absence of raw materials of her own. Im- 
ports of these and of foodstuffs are paid for 
by exports of fabricated or semi-fabricated 
goods, principally manufactured articles of 
high value. Consequently, Switzerland must 
be looked upon as an industrial and commer- 
cial country. Of 2,000,000 gainfully em- 
ployed, 900,000 are engaged in industry and 
handicraft, 200,000 in trade, commerce and 
banking, 200,000 in the hotel industry and 
transportation, 100,000 in public administra- 
tion and the free professions, and 140,000 in 
domestic service and day labor. 

In spite of the unexpectedly small number 
of persons living from agricultural produc- 
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tion—400,000 minor peasants and farmers 
plus 500,000 family dependents, or little 
more than 20 per cent of the population— 
the country is still predominantly rural. 
There are no gigantic industrial cities. In 
the ten cities of more than 30,000 popv!ation 
we find, according to the latest statistics, 
only 1,1 million residents. No one munici- 
pality has over 350,000 inhabitants. Two- 
thirds of a total of 4.2 millions live in villages 
and rural communities. 

As a consequence of this social structure, 
large-scale retailers are of comparatively 
modest importance. According to the 1929 
official census, there were 49,000 retail trade 
establishments with less than 125,000 people 
employed. Of these 22,000 were small inde- 
pendent store-owners, working alone or with 
family assistance, and 20,500 were only 
slightly larger shops, each operated by two 
or three persons. Although one enterprise 
boasted nearly 2,000 employees, the thousand 
largest contained an average personnel of 
but 35. It is estimated? that only § per cent 
of the retail sales volume is done by depart- 
ment stores and fixed- -price stores and 9 per 
cent by consumers’ cooperatives. 

In spite of all this, Swiss small retailers 
exhibit the conservative shop-keeper mental- 
ity which always characterizes old-fashioned 
little dealers and handicraftsmen. Fearful of 
the effects of efficient and rational competi- 
tion, they are not in favor of up-to-date busi- 
ness methods. 

Their opposition was first directed against 
a large-scale retailing enterprise distributing 
merchandise partly by automobiles.’ Migros, 
Inc., is a chain store with headquarters in 
Zurich, operating 100 stores and making 
sales of 15 and 16 million dollars a year. It 
was founded in 1925 by one man who, to- 
gether with the consumers, wanted to break 
the monopolistic exploitation of the market 
on the part of manufacturers of branded ar- 
ticles. Because of its combined wholesale and 
retail functions for the benefit of the masses, 
this technically new and successful distribu- 
tive agency has not been hampered by gov- 

* E. Hans Mahler, Detail-Handel im Umbruch. Zirich, 
1939. 

* See Vol. IV, p. 261, of this youRNAL, 


ernmental interference more than other 
large-scale retailers, although it has been the 
target of reactionary political groups during 
election campaigns. 

In 1939, a constitutional amendment was 
enacted by both parliamentary houses and 
later approved by popular referendum which 
was designed to strengthen the position of 
the small retailer by levying a special sales 
tax on the large ones. With this new, provi- 
sional article of the constitution fresh appro- 
priations up to 330 million francs (75 million 
dollars) were agreed upon for national de- 
fense and for combating unemployment, 
nearly one-half of the funds to be expended 
on the creation of public works. In order to 
finance the latter, a hitherto unknown indi- 
rect tax, called “‘exceptional”’ or ““compensa- 
tory,” was instituted. Its name is derived 
from the secondary, non-fiscal object which, 
quoting a message from the Federal Council 
to the Federal Assembly‘, is “‘to offset the 
considerable economic advantages of large- 
scale retail trade establishments in compari- 
son with small retailers” and “‘to restrict 
their dangerous superiority and growth at 
the cost of independent middle class com- 
merce.” 

Originally, large-scale retailers with over 
250,000 francs yearly turnover, excepting 
self-help cooperatives, were to be taxed from 
2/10 of one per cent to § per cent. According 
to the initial draft of the proposed law, this 
graduated tax was intended to yield a total 
of 200 million francs in 14 or 16 years. Dur- 
ing the deliberations within the legislative 
commission, however, the taxable limit was 
lowered to 200,000 francs, in order to make 
the sales tax more general, and there were 
even proposals to reduce the minimum rate 
to 1/10 of one per cent. In its final amended 
form the decree under review does not con- 
stitute a prohibitive compensatory tax witha 
high, uniform maximum rate, but a more un- 
biased measure affecting all large-scale re- 
tail trade enterprises. Differences in the 
economic efficiency of the enterprises were 


* “Botschaft des Bundesrates an die Bundesversamm- 
lung tiber den Ausbau der Landesverteidigung und die 
Bekampfung der Arbeitslosigkeit’”” (Vom 7. Juni 1938) 
Bundesblatt No. 24—Bern, 15. Juni 1938. 
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taken into consideration as the following rate 
schedule indicates: 











Maximum 
Types of Enterprises Tax Rate 
on Sales 
Limited-price variety stores 4.0 per cent 
Department stores 2.5 ¥ 
Chain stores 1.5 . 
Consumers’ cooperatives and some 
others 0.75 “ 





The minimum rate applicable to all tax- 
payers is 2/10 of one per cent on sales from 
200,000 to 500,000 francs. The maximum 
rate is to be paid in all groups on a sales vol- 
ume exceeding 10 million francs. Between 
these extremes the tax ascends gradually for 
every additional 100,000 francs of sales. This 
gradation, no doubt, is still arbitrary, dis- 
criminating between what are believed to be 
more and less “dangerous” forms of large- 
scale retailing. The standard for measuring 
of these lower and higher “degrees of nui- 
sance”’ is not apparent from the present class- 
ification. Why are private chain stores twice 
as perilous as chain stores of a rich and 
powerful cooperative? Why are “‘five-and- 
ten-cent” stores, compared with ordinary 
chain stores, nearly three times as great a 
danger to the middle class? 

What are the results to be expected from 
Switzerland’s recent step to assist her small 
retailers? The administration foresees about 
12 million francs being paid annually by 
some 1,500 large-scale retailers. However, 
under today’s circumstances, especially since 
the appropriate federal decree® took effect as 
recently as January 1, 1941, a prediction of 
the outcome from actual operation is prema- 
ture. 

It is evident that Switzerland’s home pol- 
icy espouses neither economic nor political 
fascism. Generally speaking, we agree with 
Dr. Reisner that sound limitations of eco- 
nomic freedom ought not to be labeled ‘‘fas- 
cistic.” They are but steps towards that 
“order in freedom” which the federal govern- 

5 “Bundesbeschluss iiber die Ausgleichsteuer vom 24. 


September 1940,” Eidgenissische Gesetzsammlung No. 
43, Bern, 2. Oktober 1940. 


ment deems necessary to maintain Swiss 
democracy in the midst of a totalitarian con- 
tinent. Nevertheless, prohibitive measures 
invoked against the disproportionate spread 
of low-quality stores in Germany, Austria 
and Italy (countries surrounding the greater 
part of Switzerland) indubitably have had 
their repercussions upon the Swiss middle 
class. Certain Swiss circles, eyeing the cor- 
porative ‘‘new order” elsewhere, also asked 
special privileges; and the new-fashioned 
sales tax is, it must be admitted, a concession 
to this demand. Fortunately, however, and 
thanks to a long standing national concept of 
the rules of free economy, constitutionally 
modified long ago to avoid economic absolut- 
ism, there is hardly any serious threat of a 
nationalistic guild spirit taking advantage 
of momentary political trends for its own 
commercial profit. 

Cooperation and self-regulation in the dif- 
ferent retail groups are to be preferred to in- 
creased state regulation and protection of 
small, often inefficient retailers. Coordina- 
tion of their forces becomes a necessity, said 
Reisner in his note, while dissension (as 
pointed out in previous articles of this Jour- 
NAL) will only destroy the free distributive 
system. The need for cooperation is empha- 
sized by Dr. Richard Biichner, Professor of 
Economics and Business Administration at 
the University of Ziirich, in his monograph 
on retailing and middle-class policy,® a study 
induced by the compensating tax just de- 
scribed. In his concluding chapter analyzing 
the structural economic and social changes of 
our time, which, on the political front, have 
resulted in the modern middle-class move- 
ment, Prof. Biichner demonstrates that 
every form of retail trading has advantages 
and disadvantages, and that their harmoni- 
ous combination is, therefore, to the interest 
of producer and consumer alike. 

Harmony is still lacking because of con- 
flicts among the selfish interests of the differ- 
ent types of retailers, especially in periods of 
economic depression, when the “‘little man” 
suffers most. In such crises, the retail trade 


* Einzelhandel und Mittelstandspolitik. Zurich, 1940. 
Mitteilungen aus dem handelswissenschaftlichen Semi- 
nar der Universitat Ziirich, No. 64. 
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asks remedies of the authorities and resorts 
more and more to self-help measures. Exces- 
sive conflict among retailers does not usually 
occur in the purchasing field, where they ap- 
pear as wholesale buyers with common inter- 
ests. There exist well managed, centralized 
purchasing organizations for whole groups of 
small merchants. But, in selling goods to the 
ultimate consumer, real conflicts develop. 
United efforts and rational reorganization of 
the retail trade in this sphere are most vital, 
both from the standpoint of business pros- 
perity and, simultaneously, preservation of 
the rights of consumers. In place of internal 
strife there must be joint attempts at amelio- 
ration of internal differences. Only by aiding 
the weak through the strong can difficulties 


be resolved for the benefit of all retailing cat- 
egories. 

In discussing the middle class and retail 
trade, one is apt to forget that the retailing 
business plays only one small role in the sys- 
tematization of human society. Economic re- 
lations as a whole never should be overlooked 
in working for the welfare of one profession. 
So we conclude, in the thought of our teacher, 
that private and public action with regard to 
economic and social policies must be many- 
sided to the end that enlightened compromises 
can adjust a multitude of interests, “not 
without at the same time improving the in- 
ternal mobility of home economy, essential 
for a worldwide economic exchange.””? 


1 [bid., p. 70. 











Marketing Research in Progress 


Committee on Research 
J. HAROLD STEHMAN, Editor 








A. REsEARCH IN UNIVERSITIES 
University of Akron 
Prof. W. W. Leigh has completed his an- 


nual survey of the distribution of automobile 
tires by channels for the Tire Review mag- 
azine. The data were gathered by question- 
naires and interviews from most of the rub- 
ber companies, including all of the major 
companies. These were supplemented by in- 
terviews and questionnaires to mail order 
houses, chain organizations, and others. The 
study is one of the sales at wholesale rather 
than at retail. 


University of Chattanooga 


Prof. C. W. Phelps is preparing a study of 
credit sales promotion treating particularly 
methods used by retailers in securing new 
charge and installment account customers. 
This will be published in the fall as the eighth 
in his series of monographs on retail credit. 


Indiana University 


A number of members of the Business 
School faculty have collaborated in the prep- 
aration of a symposium, “Economic Prob- 
lems of National Defense,” to be edited by 
Professor George Steiner. It was scheduled 
for publication by the School of Business in 
May. Several articles in the symposium deal 
with repercussions of the defense program on 
marketing problems, particularly in the fields 
of prices, wholesaling and retailing, and con- 
sumer credit. 


Northwestern University 


The following M.B.A. theses have been 
completed since January, 1941. Copies are 
available in the University libraries. 

Prange, Howard Carl, “Problems and 
Practices of Shoe Manufacturers in the Sales 
Education of Retailers’ Salesmen.” 
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Coover, Francis Merle, “The Expansion of 
Installment Credit into the Sale of Soft Mer- 
chandise by Department Stores.” 

Ketchum, Ruth Aline, ““Methods Used in 
Fashion Training in Department Stores and 
Departmentized Specialty Stores.” 

Lipson, Harry Aaron, Jr. ““An Analysis of 
Syndicate Leasing of Ready-to-Wear De- 
partments in Department Stores.” 


Oklahoma A. and M. College 


Most of the research has been devoted to 
student buying habits this year. A compre- 
hensive questionnaire was answered by ap- 
proximately one-fourth of the student popu- 
lation. The sample investigated was made 
proportionate to the enrollment by class, 
school, and sex. Among the questions asked 
were such things as brand preference; credit 
habits; preference for different types of mag- 
azines, newspapers, and radio programs; ex- 
penditures on clothing, board, and room, dif- 
ferent types of equipment, and miscellaneous 
expenditures. The Marketing Research class 
in the spring semester has analyzed all of 
these questions, and has found some very in- 
teresting results. None of the material has 
been put into finished form; but it may be 
published later. 

Market Research Study No. 2, “Application 
of the Interview Method to a Trading Area 
Survey of Stillwater, Oklahoma,” was reis- 
sued this year because of the unforeseen de- 
mand. A limited number of copies are avail- 
able for distribution to members of the Amer- 
ican Marketing Association who wish to have 
this. 

Mr. Paul Brown, a graduate student in 
marketing, is writing his thesis on a phase of 
retail trade analysis with particular emphasis 
on the flow of retail trade as evidenced in the 
1940 census figures. 
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University of Oregon 


N. H. Comish, professor of business ad- 
ministration, University of Oregon, is mak- 
ing a study of the standards of efficiency in 
use in Oregon stores. The purpose of the proj- 
ect is to determine what standards different 
types of Oregon merchants use; the extent to 
which the standards are employed; and the 
adaptability of the standards to the objec- 
tives to which they are intended. A statistical 
analysis will be made of the results derived 
from over 400 personal interviews with se- 
lected Oregon merchants. The study is sched- 
uled for completion in December, 1942. 


University of Pennsylvania 


The following Masters’ theses in Market- 
ing were completed in May. Copies are avail- 
able in the University library. 

Beck, Arthur C., “An Analysis of the Dis- 
tribution of Public Affairs Pamphlets.” 

Pasma, Theodore K., ““Methods Used by 
House-to-House Selling Companies to Over- 
come Problems Raised by Various Types of 
Local Ordinances.” 

Tibbetts, Chester A., “The Distribution of 
Industrial Motion Pictures for Promotional 
Purposes.” 


University of Wisconsin 


Following are the titles of three seminar re- 
search studies conducted during the past se- 
mester: 

“Marketing Policies of Bottle Gas Manu- 
facturers, with Special Emphasis on Installa- 
tion and Maintenance as Service Factors in 
Promoting Sales.” 

‘A Study of the Methods Used in Market- 
ing Industrial Fabricated Materials.” 

“An Analysis of the Distribution Policies 
of Several Large Manufacturers of Dairy 
Products, with Special Emphasis on Packag- 
ing and Promotion.” 


B. RESEARCH IN GOVERNMENT BUREAUS 


Bureau of Agricultural Economics 
Duplication of Wholesale Produce Markets. 


In continuation of its study of important 
wholesale fruit and vegetable markets in the 
United States, the Division of Marketing and 


 —_— 


Transportation Research is now engaged ina 
survey of the duplication of physical facili- 
ties for the marketing of fresh fruits and veg- 
etables in the more important terminal mar- 
kets. The objectives of the study are (1) to 
determine the extent of needless investment 
in useless duplication of facilities; (2) to com- 
pare the costs of distribution through such 
duplicating markets with costs of handling 
through modern unified produce markets; (3) 
to measure the effects of the increased costs 
of distribution on farmers, wholesalers, rail- 
roads, retailers, investors in the facilities, and 
others; and (4) to discover corrective meas- 
ures that seem to be desirable to prevent such 
duplication in the future. 

The study is being conducted by William 
E. F. Conrad and John R. Van Arnum. Infor- 
mation is being assembled on conditions in a 
number of representative cities where such 
needless duplication of produce market facili- 
ties exists, and upon the basis of these find- 
ings a general report will be prepared. 

The Exemption of Agricultural Products 
from the Rate and Service Regulations of the 
Federal Motor Carrier Act. Seeking possible 
ways in which the costs of transporting farm 
products and farm supplies may be reduced, 
the Division of Marketing and Transporta- 
tion Research is making a study of the agri- 
cultural exemptions from the Federal Motor 
Carrier Act. The survey, being conducted by 
Ezekiel Limmer, attempts to determine the 
effects of these exemptions on the rates for 
hauling and on the adequacy of transporta- 
tion services available for handling products 
to and from the farm. Consideration is also 
given to the effect of these exemptions upon 
the marketing structure for farm products. 
On the basis of these findings recommenda- 
tions will be made as to desirable changes in 
the exemption legislation and in its adminis- 
tration. 

Low-Cost Milk Distribution Programs. In- 
creasing emphasis has been placed upon the 
removal of surpluses of fluid milk in the milk- 
sheds of the larger urban areas through the 
development of programs for the distribution 
of milk to low-income and needy families, at 
about 5 cents per quart, and to school chil- 
dren at 1 cent per half pint. At present, the 
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s-cent milk plans are operating in six areas of 
the country, while school milk programs are 
either operating or will be very shortly in 
seven areas, some of which also have the 5- 
cent milk programs. It is hoped that through 
the use of these special fluid-milk programs 
the diets of low-income families can be im- 
proved and the returns of milk producers 
supplying milk to these markets can be in- 
creased. A study of the programs in terms of 
these objectives is now being made by Wil- 
liam G. Sullivan and A. C. Hoffman of the 
Division of Marketing and Transportation 
Research. In this connection, surveys in sev- 
eral of the program cities have been made to 
determine the amounts of milk consumed by 
families eligible to participate prior to and 
following the institution of the programs. 
The results of these surveys, together with 
other material on the operation of the pro- 
grams, will be contained in a report to be 
completed in the near future. 

Price Spreads for Cotton Products. A study 
is nearing completion which furnishes data 
on spreads between the prices received by 
producers of lint cotton and prices paid by 
consumers for finished cotton products. This 
study has been conducted by Kathryn Parr 
under the general direction of R. O. Been. 
Prices collected by the Bureau of Labor Sta- 
tistics for use in its Cost of Living index fur- 
nish the basic data for retail prices. These 
prices are available for a limited number of 
items, semi-annually or quarterly, since 
1927. The study is therefore limited to the 
period beginning 1927 and will be kept up to 
date through current releases. Farm prices as 
reported by the United States Department of 
Agriculture are corrected to determine the 
prices received by producers for specific 
grades and staple lengths, to make valid 
comparisons with specific classes of finished 
products. Data are not available whereby it 
is possible to show a satisfactory break-down 
of the farm-to-retail price spreads of the vari- 
ous items to show the amount going for dif- 
ferent functions such as manufacturing, 
transportation, and retailing. However, the 
report of the study will include general dis- 
cussions of these and other phases of the mar- 
keting of cotton and cotton products, with 


some statistical data gleaned from various 
sources. 

Another part of the study will attempt to 
estimate per family and total national con- 
sumer expenditures for cotton articles, based 
on recent studies by the Bureau of Labor 
Statistics and the National Resources Com- 
mittee. This portion will contain a discussion 
of the importance of cotton items in the 
clothing expenditure of the average family 
and an analysis of the effect of the income 
level of family and individual consumers on 
the expenditure for cotton articles. 

Prices and Price Spreads for Bread. Costs 
and charges for processing and marketing op- 
erations between the wheat producer and the 
consumer of wheat bread are measured under 
a special study now being made by Naum 
Jasny and R. O. Been. The level of bread 
prices in the United States, their regional 
variation, and comparisons with prices in 
some other countries will be discussed. Other 
topics to be considered include the price of 
bread in relation to the cost of other grain 
products and other foods in different areas of 
the United States and some foreign coun- 
tries; the relation of price to the level of na- 
tional income; the effect of the price upon 
consumption of bread, the stability of the 
baking industry and the extent of home bak- 
ing; and the breakdown of the retail price 
into returns to wheat growers, processors, 
transportation, and distribution. Material 
from the biennial Census of Manufactures 
and the recently available consumer pur- 
chases studies provide the basic data for the 
comparisons. The study will provide a series 
on baker’s and miller’s margins which will be 
maintained currently. The report should be 
completed in July. 

The School Lunch Program. The School 
Lunch Program is becoming an increasingly 
important outlet for the direct purchase and 
distribution operations of the Surplus Mar- 
keting Administration. Under this program 
schools certified as having malnourished and 
low-income children are eligible to receive 
surplus foods donated by the Surplus Mar- 
keting Administration to the local welfare 
authorities. By March, 1941, the program 


reached 4,750,000 children in more than 65,- 
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000 schools, about 18 per cent of all elemen- 
tary and high school children in the country. 
A total of about 55 million pounds of food 
were distributed. This represents about one- 
quarter of all the food distributed by the 
Surplus Marketing Administration to wel- 
fare clients and public institutions. 

Continuing its analysis of the surplus re- 
moval programs, the Bureau of Agricultural 
Economics is making a special study of the 
School Lunch Program. This study, con- 
ducted by H. M. Southworth and M. I. Klay- 
man, is to encompass both the social and 
economic aspects of the relation of school 
feeding to child undernourishment and the 
improvement of farm incomes. The authors 
have developed an exposition of the econom- 
ic principles of the program as they affect 
farm income, and have made statistical eval- 
uations of the magnitude of these effects. The 
report will include a historical review of the 
development of the School Lunch Program 
at home and abroad, an analysis of the me- 
chanics of operation, and an appraisal of the 
contribution of the program to child health. 
The Surplus Marketing Administration and 
the Bureau of Home Economics are coop- 
erating in this study. 


Agricultural Marketing Service 


Cotton. Results of the cotton manufactur- 
ing and related fiber research have provided 
valuable information on the relationships be- 
tween the properties of fibers and those of the 
manufactured products. Work of this type 
by the Agricultural Marketing Service has 
given cotton breeders and others a reliable 
basis for use in the selection and rejection of 
varieties and breeding stocks. Heretofore, 
however, the necessary authority and facili- 
ties have not been available for handling the 
many requests from cotton breeders and 
manufacturers for similar research on their 
cottons. In an effort to meet the needs and to 
take fullest advantage of the opportunity 
which this method of approach offers, Con- 
gress recently passed the Act of April 7, 1941 
(Public Law 30, 77th Congress), which au- 
thorizes the Secretary of Agriculture to make 
analyses of fiber properties, spinning tests, 
and other tests of the quality of cotton sam- 


ples submitted to him, on a fee-per-sample 
basis. It is felt that this is a definite step for- 
ward in the interest of cotton breeding, im- 
provement, and standardization programs. 
Service tests authorized will be made availa- 
ble to the public when funds become availa- 
ble. Meanwhile, plans and procedures are 
being formulated for handling this work. 

For the third successive year the Taft 
Farms One-Variety Cotton Improvement 
Association of San Patricio County, Texas, 
has been the first organized improvement 
group to be approved for the free classing 
and market news service. The Taft group has 
18 members who have planted nearly 3,000 
acres to Delfos 719 cotton. Grower improve- 
ment groups this year may apply for these 
services any time after their planting has 
been completed, but not later than from 
August I to August 15, depending upon their 
location in the Cotton Belt. During the 1940- 
41 season more than 1,500 organized groups 
were approved for the free classing and mar- 
ket news service. These groups had more 
than 4,000,000 acres planted to cotton. 

Grain. The Agricultural Marketing Service 
in 1940 developed a method for determining 
the protein content of wheat flour through 
use of the electric eye. The method was de- 
veloped by Lawrence Zeleny, grain technolo- 
gist. 

Public conferences on the proposed changes 
in the U. S. standards for soybeans were held 
in several Middle Western States during 
May. The standards now in use have been in 
effect under the Grain Standards Act since 
November 20, 1940. For five years prior to 
that time they were effective as permissive 
standards. A proposed revision was an- 
nounced March 31. 

Naval Stores. The expanded naval stores 
inspection program, under which all rosin 
tendered by producers for Commodity Cred- 
it loans at the principal concentration 
points in the naval stores producing sections 
must be certified as to grade and weight by 
Federal inspectors, was initiated during the 
latter part of April. The Agricultural Mar- 
keting Service has been requested to extend 
the Federal inspection service to include 
practically all the rosin that comes to the 
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warehouse yards, regardless of whether it is 
tendered for loan or is certified for prompt 
sale. Leaders in the gum naval stores indus- 
try believe that the grading and weighing of 
the 1941 production of gum rosin will in gen- 
eral be much more accurately done than ever 
before. Each package inspected by Federal 
inspectors will have the grade, the gross 
weight and the net weight stenciled on the 
container in letters and numerals 13 inches in 
height. 

Fruits and Vegetables. The produce trade is 
making use of the Perishable Agricultural 
Commodities Act for informal determination 
of disputes arising out of honest differences of 
opinion between buyers and sellers. The 
number of cases filed by the trade for han- 
dling in this manner has increased materially 
since this additional service under the Act 
was made available in 1938. In cases submit- 
ted for informal determination, the parties 
involved agree in writing to accept as final 
and abide by the opinions expressed by the 
Agricultural Marketing Service after it has 
reviewed all statements and evidence per- 
taining to the transaction. When disputes be- 
come the subject of formal action, the Secre- 
tary of Agriculture can render a decision only 
if it is found that one of the parties has vio- 
lated the Act. Such decisions may result in 
unwelcome publicity for parties who merely 
sought a determination of their rights. The 
informal determinations preclude the neces- 
sity for formal action where the parties in- 
volved have honest differences of opinion as 
to their rights and responsibilities and are 
willing to agree to the terms under which the 
informal determinations are made. 

The continuous inspection service on 
canned fruits and vegetables, inaugurated as 
an experiment in 1940, is being continued 
this canning season. Furthermore, the experi- 
mental work will be expanded to include the 
service on more commodities in additional 
plants scattered over the country. It is ex- 
pected that more than 20 canning plants in 
12 different States will operate under contin- 
uous inspection this season. It is also planned 
to continue the studies now in progress on 
the consumer acceptance of the type of 
grade labeling resulting from this work. 


Surveys. Approval has been received by 
the Agricultural Marketing Service to con- 
tinue, for another year, its farm enumeration 
surveys in Iowa and Arkansas. Through co- 
operation with the Works Projects Adminis- 
tration the Service, since 1940, has been test- 
ing in these two States the feasibility of sam- 
ple census procedures in the collection of pri- 
mary data on farm employment, prices 
received by farmers, acreage of crops, and on 
livestock items. Enumerators are placed in 
each county of the State and a predeter- 
mined number of farms are visited each 
month. The sample of farms is scientifically 
selected and does not change from month to 
month except by necessity, such as caused by 
operators giving up farming, farms aban- 
doned, or other reasons which make further 
visitation useless. During each month of 1940 
and to date in 1941 the enumerators worked 
in 7§ Arkansas counties and 99 Iowa coun- 
ties. Approximately 5,500 farms were enum- 
erated each month in Arkansas and 6,500 in 
Iowa. Price information is enumerated each 
month from approximately 3,000 merchants 
in Arkansas and 4,000 in Iowa. 

Facilities of the nation-wide crop and live- 
stock reporting service are being used to ob- 
tain information of value in national defense. 
A recent survey made in cooperation with 
the Agricultural Adjustment Administration 
showed that the total rated storage capacity 
for grain, beans and flaxseed as of March 1 
exceeded 1,506,000,000 bushels. When all re- 
turns are in, it is estimated that this capacity 
will be increased by about 3 per cent and that 
new construction either under way or planned 
as of March 1 would add 70,754,000 bushels 
of storage space. Bulk storage capacity re- 
ported was 1,173,776,000 bushels; sacked 
storage, 317,976,000 bushels; and crib stor- 
age, 14,191,000 bushels. The survey covered 
all commercial storage facilities, including 
idle plants that could readily be placed in op- 
eration, but it did not include farm storage or 
the 136,000,000 bushels of storage represent- 
ed by steel bins owned by the Commodity 
Credit Corporation on March 1. When the in- 
formation by States became available, steps 
were taken to solve problems of handling 
the 1941 winter wheat crop in some areas. 
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Information obtained in a special survey 
on prospective production of vegetable seeds 
this year tended to spike rumors of an ex- 
pected shortage of several important vegeta- 
ble seeds late in 1941 or in 1942. Although 
normally this country imports (chiefly from 
Holland) more than Io times as much spin- 
ach seed as it produces, the situation is re- 
versed this year. The United States produc- 
tion of this seed is expected to be 8 times 
larger than that of 1940, and unless weather 
conditions are unfavorable the domestic pro- 
duction will be ample for the 1941-42 needs. 
A survey made by the Agricultural Market- 
ing Service in early April showed that more 
vegetable seeds of nearly all kinds are ex- 
pected to be harvested this year than last. 

A recent survey of all radio stations in the 
United States showed that more than 420 
stations are now broadcasting agricultural 
market news reports one or more times daily. 
This compares with 387 stations in 1940 and 
345 in 1939. In 1922, when the radio market 
report was in its swaddling clothes, only nine 
stations were presenting programs of this 
type. The 1941 Directory of Market News 
Broadcasts is available upon request to the 
Agricultural Marketing Service. 


Bureau of the Census 


Reports of the Decennial Census. To make 
the information gathered available for use as 
soon as possible, the reports of the Sixteenth 
Decennial Census are of two types, brief ad- 
vance reports and detailed final reports. The 
brief advance reports contain the final figures 
in most instances, but are duplicated by an 
offset process and issued ahead of the printed 
reports. The final reports present the figures 
in great detail. 

Tentative lists of the reports which have 
been issued or which are definitely planned, 
with the approximate dates at which the re- 
ports will be available, have been prepared. 
Separate lists cover Business, Population, 
Housing, Agriculture, Manufactures, Min- 
eral Industries, and Territories and Posses- 
sions. These lists are available from the Bu- 
reau upon request. 

Current Inquiries. The growth of defense 
activities has highlighted the need for current 


data on manufactures and business. A com- 
plete enumerative census is not designed to 
furnish information quickly for immediate 
administrative purposes, and sampling pro- 
cedures must be utilized. Monthly and quar- 
terly information is important in carrying out 
programs which must respond quickly to 
bottle-necks or even anticipate them so that 
their occurrence can be avoided. 

The Bureau of the Census has been report- 
ing current data in a varying list of indus- 
tries since 1919. As of April 1, 1941, this list 
includes 38 monthly reports, 8 quarterly and 
§ annual in manufacturing industries, month- 
ly reports for retail and wholesale trade, and 
a quarterly report on stocks of canned foods. 
Current reports on the production and con- 
sumption of cotton, on cottonseed and cot- 
tonseed products, and on animal and vegeta- 
ble fats and oils have been made for a longer 
period. 

In order to coordinate the current report- 
ing activities of the Bureau and to increase 
their value to business and to government, 
these activities were concentrated last May 
under the supervision of an Assistant Direc- 
tor of the Bureau. The current reporting pro- 
gram was further extended by the transfer to 
the Bureau of the Census of the collection 
and compilation of foreign trade statistics 
from the Bureau of Foreign and Domestic 
Commerce. 

Present plans call for a better integration 
of the existing current reports with defense 
activities, the development of reports on ba- 
sic raw materials, and further development 
in the fields of business and distribution. A 
list of the current industrial and business re- 
ports of the Bureau of the Census is available 
upon request. 

Annual Sample Census. Of particular in- 
terest to persons concerned with current 
population and housing trends are investiga- 
tions now in progress in the Bureau of the 
Census as to the feasibility of an annual cen- 
sus of such data on a sample basis. An exten- 
sive research program has been undertaken 
in response to the demands of groups particu- 
larly concerned with the shifts which have 
taken place since the decennial census, es- 
pecially those that have been caused by the 
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expansion of defense activity. An annual 
sample census would furnish a reliable pic- 
ture of changes in basic population and hous- 
ing characteristics for the United States, 
States, and large cities, and would be ex- 
tremely useful to private and public agencies 
called upon to furnish materials and services 
where the demand responds sensitively to 
dynamic population changes. 

While the sample census has not been au- 
thorized at the time this report is being writ- 
ten, the investigation and evaluation of the 
various problems and techniques have as- 
sumed the proportions of a major research 
activity. Material which will be of general 
value in conducting sampling surveys, es- 
pecially in the fields of population and hous- 
ing, is being developed. The relative effi- 
ciency of different units of sampling, the ex- 
pected precision of sample results for differ- 
ent items, the organizational problems 
involved in sampling on a national basis, and 
the types of analysis for which the sample 
results will be adequate are all being studied. 
Much of the work is being done as one phase 
of a Work Projects Administration project 
sponsored by the Bureau. 

In these investigations the data collected 
during the decennial census have been in- 
valuable, serving as a source of factual infor- 
mation in reducing the large number of as- 
sumptions and estimates usually needed for 
such planning. 


Bureau of Home Economics 


Three more reports, published by the Bu- 
reau of Home Economics, on the Consumer 
Purchases Study are now available. One is a 
detailed report on farm family food con- 
sumption and dietary levels. This bulletin 
gives details of the food bought, produced or 
otherwise furnished to the farm families of 
the study, the money value of the food, and 
evaluations of the nutritive quality of diets. 
It describes programs of food production for 
home use, the quantities of foods of various 
classifications consumed, and such details as 
the amount, kind, and money value of home 
canned farm products. 

Family expenditures for medical care are 
covered in another of the reports. In this bul- 


letin on farm, village and small-city families, 
detailed expenditures are listed for hospital 
care, special examinations, services of physi- 
cians, surgeons, and other special practition- 
ers, dentists, oculists, nurses, and visits to 
clinics, eyeglasses, medicines, drugs, other 
medical supplies, and health and accident in- 
surance. This report includes facts concern- 
ing changes in the pattern of medical care ex- 
penditures with rising income—the decrease, 
for example, in the share of the total bill that 
went for medicines and drugs and the in- 
crease in the share for dental and nursing 
service. 

The third report covers expenditures for 
automobiles and other transportation by 
farm, village and small city families. Auto- 
mobile expenditures have been classified as to 
those for car purchase, for operation and up- 
keep, and for new or used cars. Also they 
are classified as to use—for business and 
pleasure. The statistical data make possible 
a contrast between money spent for automo- 
bile travel and that spent for other modes of 
transportation in farm areas. 

Statistics as to the expenditures of large 
groups of families for car purchase and up- 
keep have been lacking heretofore. This sur- 
vey provides such data, telling how outlays 
are divided—how much goes for gasoline, oil, 
tires and tubes, insurance, and the like. The 
increase in mileage as income rises is espe- 
cially interesting, since it indicates that many 
farm families with low incomes cannot afford 
to make as much use of their cars as they 
may wish to do. 

The report shows that the automobile is 
now joining the four high rankers in urban 
family expenditures—food, housing, house- 
hold operation, and clothing—at least among 
families of the higher income brackets. Out- 
lays for food and housing still exceed those 
for the automobile, but household operation 
and clothing now fall below those for the au- 
tomobile among the more well-to-do groups. 
The old order of ranking of expenditures still 
holds for families of low income. 

The new reports by name, price and publi- 
cation number for use in ordering from the 
Superintendent of Documents in Washing- 


ton, D. C. follow: (a) “Family Food Con- 
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sumption and Dietary Levels, Five Regions, 
Farm Series,” 35 cents, U. S. Department of 
Agriculture Miscellaneous Publication No. 
405; (b) “Family Expenditures for Medical 
Care, Five Regions, Urban, Village, and 
Farm Series,” 30 cents, U. S. Department of 
Agriculture Miscellaneous Publication No. 
402; (c) “Family Expenditures for Automo- 
bile and Other Transportation, Five Regions, 
Urban, Village and Farm Series,” 30 cents, 
U. S. Department of Agriculture Miscellane- 
ous Publication No. 415. 


Bureau of Labor Statistics 


Defense Employment. In order to measure 
the changes that have taken place in defense 
operations during the first quarter of 1941, 
the Bureau conducted in Marcha second sur- 
vey of the so-called “week-end blackout.” 
About 700 large plants in 12 key defense in- 
dustries submitted information on days of 
operation, shift schedules, and the extent of 
overtime. Information on factors which pre- 
vent increases in production schedules was 
also secured. The returns for March were 
compared with those of the December sur- 
vey. 

A study is being conducted on expected la- 
bor requirements in 12 defense industries 
throughout the country and, in addition, of 
all defense industries in 27 important indus- 
trial regions. On the basis of the returns, the 
Bureau will estimate the requirements for 
skilled, semi-skilled, and unskilled wage earn- 
ers and for other occupations such as en- 
gineers, chemists, draftsmen, supervisory 
and other salaried workers during the coming 
year. 

The series of studies of labor requirements 
in defense industries was continued by the 
preparation of a report on the machine tool 
industry, and by revisions of the reports on 
the aircraft and shipbuilding industries. In 
each of these reports, the number of workers 
required to fulfill defense contracts was esti- 
mated, and tabulated according to skill and 
geographical region. Plans now call for simi- 
lar studies of a number of ordnance indus- 
tries. 

_ Much of the increased output of defense 
industries has been obtained by increasing 


the length of the work-week instead of in- 
creasing employment. As a result, indexes of 
employment alone do not adequately meas- 
ure the increased amount of effort being de- 
voted to defense. A study of changes in man- 
hours in 17 defense industries during the past 
year was made in order to obtain an accu- 
rate picture of the defense effort. The report 
on this study appeared in the Monthly La- 
bor Review for May. 

The effect of the overtime provisions of 
the Wage-Hour Law and the Walsh-Healey 
Act on defense production and costs has been 
studied by means of an analysis of the Fed- 
eral Trade Commission’s Industrial Cor- 
poration Reports, which contain consolidated 
balance sheets and operating statements 
for samples of firms in each of a large num- 
ber of industries. In connection with 17 
defense industries, estimates were made of 
the changes in such items as volume of pro- 
duction, income, costs, and profits, which 
would result if the working week were in- 
creased from 40 to 48 hours under existing 
legislation. 

A detailed field study of the labor require- 
ments of steel production is being planned by 
the Bureau. This study will show for various 
levels of activity the number of man-hours 
required for the production of a ton of vari- 
ous types of finished and semi-finished steel. 
The results of the study will be useful for 
translating dollar appropriations for work 
relief or national defense into terms of em- 
ployment. 

General Employment. The estimates of to- 
tal nonagricultural employment, of employ- 
ees in nonagricultural establishments, and of 
employees in manufacturing establishments 
have been revised from January 1937 to date 
to take into account the preliminary adjust- 
ment of the factory wage earner figures to the 
1939 Census of Manufactures. The revised 
estimates are available upon request. 

Wages, Earnings, and Hours. A bulletin on 
weekly and hourly earnings of work per week 
in manufacturing and non-manufacturing in- 
dustries will soon be completed. It will con- 
tain all available monthly and yearly aver- 
ages for the period 1932-40, by industries. 
Descriptions of the methods of computation, 
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supplementary tables and charts and a brief 
analysis, will also be included. The data in 
this bulletin will be based on the monthly 
reports on employment, pay rolls, and man- 
hours supplied by establishments in.the Bu- 
reau’s regular sample. 

The Bureau is now studying wages and 
hours in the following industries: Manufac- 
ture of cigarettes, chewing and smoking to- 
bacco, and snuff; tobacco warehouses, re- 
driers and stemmeries; tobacco exporters and 
handlers; wood household furniture, wood 
and metal office furniture, and public seat- 
ing; juvenile, porch, lawn, and camp furni- 
ture manufactured from fibre, reed, rattan 
and similar materials; grain products, in- 
cluding the manufacture of flour, mixed 
feeds and cereals, and the milling and polish- 
ing of rice; selected men’s apparel industries; 
the cotton garment industry. 

Four volumes of the survey of the salaries 
and working hours of firemen have been is- 
sued. These volumes give the number of fire- 
men, distributed by salary and occupation, 
promotion and vacation priv ileges, and other 
data for cities of 25,000 wee and over 
in New England (Vol. I ), the West North 
Central Region (Vol. IV), the South Atlan- 
tic region (Vol. V) and the Mountain Region 
(Vol. VIII). A similar bulletin on the salaries 
and hours of labor in the police departments 
of cities in the Mountain Region has also ap- 
peared. 

Prices and Rents. The Bureau now issues 
monthly statements on the changes in prices 
of machine tools. Prices and relatives for the 
eleven tools included in the indexes have 
been computed back to 1937 on the basis of 
a survey made at the request of the Advisory 
Commission to the Council of National De- 
fense. The indexes are based upon the prices 
reported by manufacturers. 

The Office of Price Administration and 
Civilian Supply has requested the Bureau to 
conduct special surveys of rents in more than 
30 “defense areas” in addition to the 20 
which have been studied already. The results 
of each rent survey are made public in the 
form of a mimeographed release showing the 
per cent of rented dwellings for which rents 
have been raised since October, 1939, and the 


average amount of increase. A list of the 
areas which are to be studied may be ob- 
tained from the Bureau. 

A special survey comparing living costs in 
Rome, New York, and Baltimore, Mary- 
land, was made in connection with an im- 
pending wage dispute which was of direct 
concern to the Office of Production Manage- 
ment. 

Other Research. The effects of the Selective 
Service Act on attendance at colleges and unt- 
versities and on the courses of study chosen 
by students are being studied. The Bureau’s 
Occupational Outlook Consultants, located 
in various sections of the country, have been 
requested to submit reports on such matters 
as the number of students in selected col- 
leges and universities called for military serv- 
ice, the number called and deferred because 
of school attendance, the number leaving 
college to accept government and private 
jobs and the number changing their course of 
study. 

The Bureau is completing its survey of 
building permits in cities of 10,000 population 
and over, and has published releases on most 
of the 813 cities in this size group. The study 
covered the issuance of building and demoli- 
tion permits during the period 1936-1939 
and has yielded information on the number 
and value of permits issued, classified accord- 
ing to type of structure, size and facing ma- 
terial, on the net change in the number of 
dwelling units, and similar data. A consoli- 
dated report analyzing the results of the Bu- 
reau’s surveys of building permits issued 
from 1929 to 1939 is planned. 

In order to provide a frame of reference for 
research into labor and economic conditions 
during the period of the first World War, the 
bureau has prepared two chronologies of the 
important events of that time. The first gives 
important historical events from the begin- 
ning of the war on July 29, 1914, to the sus- 
pension of the Food Administration in the 
United States, on December 23, 1918. The 


second traces the course of labor relations 
during the war period from June, 1912, to 
April, 1919. Both lists are based on a study of 
newspaper files, government archives, and 
other primary sources. 
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The Bureau’s annual survey of industrial 
injuries has been completed and the results 
are appearing in the Monthly Labor Review. 
The report includes information on the 
number of injuries and frequency and sever- 
ity rates, by industry, for the entire reporting 
sample, as well as tables for identical estab- 
lishments reporting during 1940 and 1939. 
Estimates of the total number of disabling 
injuries, by extent of disability, were made 
for each industry group. 

In response to the current need for infor- 
mation about industrial disputes, the Bureau 
completed its detailed analysis of 1940 strikes 
somewhat ahead of its usual schedule. Be- 
sides the usual analysis of strikes according 
to city, State, principal issue, duration and 
method of settlement, the report on strikes 
in 1940 contains for the first time a series of 
ratios of workers involved in strikes to to- 
tal employment in all industries that are af- 
fected by strikes. The 1940 report appeared 
in the May issue of the Monthly Labor Re- 
view and is also available as a reprint. 
Monthly ratios of idleness during strikes to 
total man-days of work available will be 
available hereafter for individual industries. 

Future monthly reports on strikes will in- 
clude a table showing the per cent of men 
employed in each major industry who were 
involved in strikes during the month, and the 
ratio of total man-days idleness due to strikes 
to the total man-days employment. 

Field studies of the effects of longer hours 
on productivity, spoilage, accidents, sick- 
ness and absenteeism are now in progress. 
The British experience with these problems 
is summarized in an article in the May issue 
of the Monthly Labor Review. 

A comparative analysis of the Bacon-Da- 
vis and Walsh-Healey Acts is contained in 
the Monthly Labor Review for May. This 
article will be reprinted separately for the 
numerous persons who are concerned with 
the special controls of labor standards in es- 
tablishments that are engaged in work under 
contract with the Federal government. 

The publication of sections of a mimeo- 
graphed manual in which the statistical 
methods used by the Bureau of Labor Statistics 
will be described in detail has been begun. 


Sections have already been released on 
“Methods of Collecting and Compiling 
Strike Statistics” and ‘““Methods of Collect- 
ing and Compiling Union Scales of Wages 
and Hours.” Each section of the manual will 
deal with one aspect of the Bureau’s work, 
explaining the coverage of the figures, the 
methods by which the data are collected, the 
office routine for coding, editing, tabulating, 
and analyzing returns, and the form and fre- 
quency of publication. Copies of schedules, 


tabulating forms and published reports are 
included. 


Farm Credit Administration 


Cotton Warehousing by Cooperative Gins. 
More than 40 farmers’ cooperative gin asso- 
ciations in Texas are now operating small 
cotton storage warehouses. A majority of 
these warehouse facilities are frame and sheet 
metal construction, with a capacity of 1,000 
to 2,500 bales. They were constructed at a 
cost of $1.00 to $2.00 per bale of storage ca- 
pacity. 

Most of the warehouses were built during 
1937 and 1938, when storage rates on cotton 
allowable by the Commodity Credit Corpor- 
ation were 25 cents per bale per month (in- 
surance included). Under those rates cotton 
warehousing was an extremely profitable side 
line for cooperative gin associations. Now 
that rates have been reduced to 1§ cents per 
bale per month and emphasis on keeping cot- 
ton in the interior near the producer has in- 
creased, an attempt is being made to deter- 
mine the future of this type of operation as a 
side line for the more important business of 
ginning cotton cooperatively. 

The study, which is being made by the Co- 
operative Research and Service Division of 
the Farm Credit Administration, has pro- 
gressed far enough to indicate that one of the 
greatest handicaps of this type of warehous- 
ing activity is the insurance rates on the cot- 
ton in storage. Insurance rates on cotton 
stored in these small, frame, ironclad ware- 
houses, which are located in the country or 
in small towns with little or no fire protec- 
tion, range from § to 7 cents per bale per 
month. When 5 to 7 cents of the 15 cents per 
bale allowance as a monthly charge must go 


64 





THE JOURNAL OF MARKETING 





to pay insurance, comparatively little sav- 
ings can accrue to farmers operating such 
warehouses. However, despite insurance han- 
dicaps, which may be partially overcome in 
the future, cotton warehousing by coopera- 
tive gins may prove to be a profitable and 
worthwhile cooperative enterprise. 


Securities and Exchange Commission 


The Survey of American Listed Corpora- 
tions, a Work Projects Administration proj- 
ect sponsored by the Securities and Exchange 
Commission, has completed 52 industry re- 
ports, which include information reported by 
registrants to the Commission for the years 
1934-39. This series was presented in seven 
volumes and brought up to date with 42 sup- 
plements. While the first volumes of this se- 
ries include a great number of industries im- 
portant to national defense, the last two vol- 
umes which have been released, Volume VI 
and Volume VII, are made up entirely of in- 
dustry groups important to the defense 
program. The seven volumes, representing 52 
various industry groups, include 742 corpo- 
rations having assets of approximately 32 
billions of dollars. 

In April, the project released Part I of 
Statistics of American Listed Corporations. 
This publication is a comprehensive statis- 
tical reference work on the more important 
financial aspects of American corporations 
having securities listed on a national securi- 
ties exchange. The report covers 1,961 listed 
corporations and their subsidiaries, in the fol- 
lowing industries: manufacturing; electric 
light, power, heat, gas and water; finance; 
merchandising; transportation and commu- 
nication; extraction; service; agriculture; real 
estate; and construction. 

The corporations included had total assets 
of nearly 80 billion dollars, which amounted 
to about 60 per cent of the total assets of all 
American corporations in the industries cov- 
ered. 

In addition to complete and detailed finan- 
cial statements as of the end of the fiscal year 
1937—classified by industry, size, capital 
structure, return on invested capital, and 
profit experience groups—Part I contains a 
comprehensive analysis of securities out- 


standing; classifications of the corporations 
as to industry, size of total assets, size of 
sales, geographic location, periods of incor- 
poration (age); tabulations of subsidiaries, 
and of accountants. Also included are tables 
on capitalization patterns. Further material 
for analysis is provided in an extensive series 
of ratio tabulations which show the distribu- 
tion of registered corporations according to 
various operating and financial ratios, cross- 
classified by industry, size, capital structure, 
profitability and income. 


C. RESEARCH IN PRIVATE 
ORGANIZATIONS 


Chamber of Commerce of the U. 8. A. 


The addresses at the Domestic Distribu- 
tion Department Conference Session are be- 
ing published under one cover entitled “De- 
fense Activities Affecting Consumer Goods.” 
The pamphlet contains also a copy of an ad- 
dress by Donald N. Nelson on “Purchasing 
for Defense.” Copies are available from the 
Domestic Distribution Department. 


Columbia Broadcasting System 


““A Two Way Check on the Sales Influence 
of a Specific Radio Program”? is a reprint of 
an article by Dr. Frank N. Stanton, in which 
he describes, with the aid of charts, the sales 
effectiveness of one network daytime pro- 
gram in two test markets, one with radio and 
one without. Dealers’ inventories and sales 
were compared in these two markets. In ad- 
dition, a study was made indicating the use 
of the product among listeners and non-lis- 
teners in the radio market, as well as among 
regular and occasional listeners. An attached 
footnote summarizes the effectiveness of an- 
other radio program as determined by the 
same basic pattern of research. 

“The Passing of the One Night Stand”’ is 
also a reprint of an article by Dr. Stanton, 
discussing the audience turnover-ratio of ra- 
dio. The principle conclusion is that a defi- 
nite relationship can be established between 
the one-night-size of a radio audience and the 
one-month-size of it. 

(See also under National Association of 
Broadcasters. ) 
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Dun & Bradstreet, Inc. 


Effect of the Defense Program on Local 
Markets. The Research & Statistical Divi- 
sion, in cooperation with the branch offices, 
has issued two studies in a series on the ef- 
fects of the defense program on local retail 
markets. These studies attack the problem 
from several angles: 

(1) “prime” defense contracts; 

(2) army training camps; 

(3) thumb-nail sketches of 

towns affected; 

(4) defense construction or expansion 

The basis for the first tabulation is the in- 
formation released by the Office of Produc- 
tion Management showing “prime’’ defense 
contracts by industrial areas. Estimates of the 
purchasing power expected to accrue to each 
industrial area are accompanied by figures on 
population and retail sales. 

The army training camp tabulation shows 
the number of men in each of the important 
army training centers as of March 1; it also 
shows whether each camp has expanded rap- 
idly in the previous three months and whether 
it is expected to expand in the following three 
months. Opposite the data for each training 
center are shown the names of neighboring 
trading centers which local observers believe 
will benefit from the spending of trainees, of- 
ficers, civilian employees and visitors at the 
camps. 

Thumb-nail sketches are presented of 300- 
odd communities which are known to be af- 
fected, favorably or unfavorably, by the de- 
fense program. These paragraphs, show the 
effects of sub-contracts as well as “‘prime”’ 
contracts, and call attention to communities 
adversely affected by the migration of local 
workers or by the slowing down of non-de- 
fense industries. 

The tabulation of plant construction and 
expansion for defense production is based on 
government releases on construction con- 
tracts negotiated by government agencies 
and on releases covering “certificates of ne- 
cessity.”” 

It is planned to revise and re-publish all of 
these tabulations as significant developments 
occur. 


The Effect of Metal Shortage on Production 


individual 


and Distribution. A pamphlet entitled ““The 
War of Metals” has recently been issued and 
given wide distribution to practically all 
manufacturers and wholesalers in the coun- 
try. It outlines the problem of metal shortage 
which is being created by the defense pro- 
gram, the manner in which priorities control 
is being imposed and the possibility of sub- 
stitution of other materials for metals in vari- 
ous products for civilian use. 


Hearst Magazines, Inc. 


The Marketing Division has recently pre- 
pared two informational studies dealing with 
“Life Insurance” and “Supermarkets.” The 
former is divided into two parts, (a) general 
information on life insurance, and (b) adver- 
tising life insurance. The report on supermar- 
kets covers their history and growth, prob- 
lems encountered (such as legislation), limi- 
tations in their operation, their effect on dis- 
tribution and their importance to national 
advertisers. 


Institute of Distribution 


In cooperation with the Research Depart- 
ment, the Legal Department of the Institute 
is carefully following all legislation during 
1941 that directly or indirectly affects retail 
merchants, generally, and chain-store com- 
panies, specifically. The various supplements 
to the 1940-1941 edition of the Institute’s 
“Retailers Manual of Taxes and Regula- 
tions” have summarized all new or amended 
laws affecting retailing. 

An early start has been made by the Insti- 
tute in the preparation of the 1941-1942 edi- 
tion of “Retailers Manual of Taxes and Reg- 
ulations.” The statutory research and the 
task of assembling up-to-date, complete data 
for the new edition of the Manual com- 
menced in the Institute’s Legal and Re- 
search departments late in May. The insti- 
tute management expects the enlarged, com- 
plete, up-to-date document to be ready for 
publication early in the autumn of 1941. 

To provide its members with as complete 
and up-to-date information as possible with 
respect to municipal ordinances affecting 
their operations, the Institute is conducting 
a nation-wide municipal survey involving the 
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direct seeking of facts from municipal au- 
thorities themselves. Eight other separate 
surveys are being made on specific types of 
state laws affecting Institute member com- 
panies. These data will be covered in the 
forthcoming edition of ‘“‘Retailers Manual of 
Taxes and Regulations.” 

The results of the decennial census of re- 
tailing are receiving concentrated attention 
in the Research Department of the Insti- 
tute. Since February reports have been going 
out to member companies. The first was the 
item titled “Individual Retailer Still Con- 
trols.” 

By late summer, the Institute expects to 
publish the 1941 edition of its “Facts on 
Chain Stores”’ series, now undergoing prepa- 
ration. Institute management hopes to have 
each state booklet contain the latest and 
most pertinent data concerning chain stores 
for that particular state. The 1941 edition of 
“Chain Store Bibliography,” too, is having 
attention now. Its first 1941 supplement will 
be published during the summer months ac- 
cording to present plans. 

The Research Department of the Institute 
has made careful study of all Temporary Na- 
tional Economic Committee monographs as 
issued. A bulletin titled “TNEC Mono- 
graphs: Their Sequence and Summary” was 
published by the Institute recently for the 
use and service of its member companies. 

In preparation in the Research Depart- 
ment is a survey comparing (1) the rate at 
which individually-owned food stores have 
been entering business in Galesburg, Illinois 
since 1929 and (2) the length of time that 
they have been staying in business with the 
conditions that existed during the period 
from 1901 to 1912. In many respects, this 
latest survey by Dr. Paul C. Olsen, Director 
of Research of the Institute, is similar to his 
other surveys on the same subject. After the 
completion of the Galesburg survey the In- 
stitute expects to crystallize the results of all 
such surveys that are available into one com- 
prehensive, succinct compendium. It hopes 
to do the same with respect to existent avail- 
able surveys that compare the retail prices 
of chain stores and individually-owned es- 
tablishments. 


An Institute committee of company spe- 
cialists has been working with the Surplus 
Marketing Administration in the develop- 
ment of the Federal Cotton Stamp Plan 
which is now operative in 25 widely-scat- 
tered areas. The same committee has been 
working on the development of the Supple- 
mentary Cotton Stamp Plan, through which 
the cotton farmers of 18 cotton-growing 
states are expected to benefit from up to 
$25,000,000 in cotton stamps to be received 
as, if and when cotton acreage has been re- 
duced. 

The 149 well-known, non-grocery chain 
store companies served by Institute of Dis- 
tribution, Inc. helped, from May 16 through 
May 24, to bring National Cotton Week to 
the consumers of the nation. Through nearly 
16,000 stores located in about 2,500 munici- 
palities and serving approximately 26,000,- 
ooo American consumers daily, through cot- 
ton displays, radio and newspaper advertis- 
ing and other practical promotional media, 
these companies urged the nation to “Buy 
American—Buy Cotton.” 

Meanwhile, both milk-selling and non- 
milk-selling companies of the Institute of 
Distribution group participated actively dur- 
ing June i in National Dairy Month, whose 
slogan was ““Make America Strong by Mak- 
ing Americans Stronger.”’ The activities of 
non-grocery chain store companies, nation- 
ally and by state, will be described pictorially 
in a Campaign report now being prepared for 
publication. 


Macfadden Publications, Inc. 


True Story Magazine has recently com- 
pleted a study to determine just what people 
were benefiting from the Defense expendi- 
tures, where they are benefiting from the ex- 
penditures, and what they are doing with the 
money they receive. The survey was planned 
to answer three questions: (1) What kinds of 
people are most benefited and to what vary- 
ing degrees? (2) When greater optional spend- 
ing is made possible, to what deferred wants 
and to what new satisfactions, is it directed 
by each kind of family? (3) How may adver- 
tisers most effectively influence these spend- 
ings? 
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National Association of Broadcasters 


A booklet, ““Urban Radio Listening in the 
United States,” has been published by The 
National Association of Broadcasters, the 
Columbia Broadcasting System, Inc., and the 
National Broadcasting Company. The key 
objective of this study, conducted by Cross- 
ley, Inc., was to determine the actual extent 
of daily listening by radio families in all 
American cities—from villages of 2 »500 to 
New York City and Chicago. Secondary aims 
were to chart the most up-to-date figures on 
radio ownership, on auto-radio-ownership, 
and on hours of “Availability to Radio.” 
Data are available on the basis of economic 
level, city size, geographical area, season of 
the year, and day of the week. 


National Broadcasting Company 


(See National Association of Broadcast- 
ers.) 


The Textile Foundation 


The Foundation has recently issued 
“What To Do about Denim Stocks,” a report 
which indicates that inter-market statistics 
are the greatest single need of denim mills in 
managing their cloth inventories, The report, 
prepared for the Foundation by the Indus- 
trial Research Department of the Wharton 
School of Finance and Commerce, University 
of Pennsylvania, is the first of a series of 
seven to be published under the general title 
“Inventory Policies in the Textile Indus- 
tries.” Others in the series will deal with in- 
ventory problems of the wool-textile (men’s 
wear division), cotton fine-goods, rayon- 
weaving, cotton print-cloth, and full-fash- 
ioned hosiery industries. The final number 
of the series will summarize the preceding 
industry reports and discuss recent inven- 
tory trends in the production and distribu- 
tion of textiles. 

“What To Do about Denim Stocks” is a 
case study of the inventory experience during 
the 1930’s of an industry manufacturing 
staple finished goods. It reveals that denim 
mills drifted into the warehouse business 


during this decade, and cites the experience 
as indicative of the kind of inventory prob- 
lem that can arise even when style plays no 
part in production or distribution and when 
both are concentrated in strong hands. 

How to reduce or offset the costs of being 
in the warehouse business is a far more im- 
portant question to denim mills in the 1940’s 
than how to get out, according to the analy- 
sis. Barring unforeseen changes wrought by 
the defense program, the industry will have 
to solve its own problem. Two steps are out- 
lined in the study by which denim mills 
might reduce their costs: (1) reduce average 
volume of stock carried to service deliveries, 
and (2) minimize adjustments granted on un- 
filled contracts. Special emphasis is laid, 
however, on planned operations as a means 
of offsetting the costs of warehousing den- 
ims. Why carry stocks for customers unless 
these goods can be made the basis of stable 
operations? 

Whatever attack denim mills make on 
their stock problem, they will need more facts 
about their business than they now possess, 
states the report, particularly if they elect 
to plan their output. They will need to know 
the trend of consumption and the ebb and 
flow of cutter and distributor speculation. 
The only practical basis for the development 
of such statistics is an inter-market program 
helpful to distributor, cutter, and mill alike. 

As an initial inter-market statistical pro- 
gram helpful to all participants, the study 
recommends the collection and exchange of 
the following information currently: (1) mill 
production, (2) denim commitments and 
takings of representative cutters, (3) denim 
overalls commitments and takings of repre- 
sentative wholesalers and large-scale re- 
tailers, and (4) sales of denim overalls to 
consumers by large-scale retailers. 

Copies of the report “What To Do about 
Denim Stocks,” at 50 cents each, may be ob- 


tained from the Textile Foundation, Wash- 
ington, D. C. The Foundation is also accept- 
ing orders for the entire series at $3.00, indi- 
vidual reports to be mailed on publication. 
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How To Write ApveErtTIsING THaT SELLs, 
by Clyde Bedell. New York: McGraw-Hill 
Book Co., 1940. Pp. xvi, §24. $4.00. 


This author has taken, to a large extent, 
the elements of sales strategy found in sales- 
manship texts and courses and applied them 
to advertising. His “‘31 sales strategems”’ and 
the “‘16 touchstones of ad writing” which 
form the skeleton of much of the book are 
but elaborations of psychological factors in 
personal selling applied to the printed page. 

However, this transfer of grooved princi- 
ples to a sister field need not imply a monot- 
onous restatement but rather a sincere at- 
tempt to develop their applicability to ad- 
vertising. In particular, he explains that the 

“close” of selling with its impelling emphasis, 
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prodding to a decision, and clinches has a def- 
inite place in copy. Too much advertising, he 
feels, never leads the reader “‘to do much 
about it.” For study purposes, Mr. Bedell 
has made a careful selection of advertising 
examples, especially headlines and the open- 
ing paragraphs of copy. Furthermore, he has 
analyzed carefully the reasons why he does 
or does not like copy presented. 

The chapter on mail order copy writing is 
worthwhile and is endorsed by Donald Nel- 
son. His analysis of retail copy of the “Fifth 
Avenue” variety is ably done, and his own 
experience in buying and knowledge of retail 
customers make his comments of value. 

Since this is a text on writing, the author 
must be judged by his own use of English. 
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He shuttles between (1) straight-forward, 
simple expressions employed by salesmen, (2) 
preachments of “high-powered 1929 execu- 
tives,” and (3) an elegant English replete 
with alliterations, lively verbs, metaphors, 
and the many other tools of English compo- 
sition. Mr. Bedell is a phrase maker, and he 
purposely develops phrases in order to put 
ambition and imagination into the minds of 
writers who, he feels, may lack vitality in 
thought and copy. 

Says he, “It’s great fun to feel an eager 
tumult of thoughts in your head—the boiling 
and seething of words wanting expression. It 
should intrigue you to arrange them in com- 
binations to bring tears to readers’ eyes—to 
open their purses, if you are an ad writer.” 

In negative criticism of Mr. Bedell’s work 

it is often ponderously repetitious and over 
simplified. Reduced at least one hundred 
pages, the book would be read with more 
pleasure. While his copy selections are valua- 
ble, he overemphasizes psychological idea- 
tion as a means to influence the purchase. It 
has an important place but a young reader is 
apt to say ““So what?” I fear the provident 
housewife, once a business employee, who al- 
locates the purchase budget will not always 
react to the refinements of appeal through 
actual purchase; though she may enjoy the 
copy as literature. Mr. Bedell becomes en- 
amoured at times with his own phrase mak- 
ing and that of others at the expense of his 
usually practical judgement. 

The chapter on “Business Ethics” is a 
fruitful spot for differences of opinion. In- 
structors of economics can use many sen- 
tences for class discussion. They will have 
ample opportunity to agree or disagree with 
statements made by the author. 

How To Write Advertising That Sells is a 
statement of how Mr. Bedell feels about the 
subject. There is no bibliography, and few 
references to other writers in the field are 
given. The chapters are prefaced by short in- 
troductions written by “Big Names” in mar- 
keting. They endorse either Mr. Bedell or the 
specific chapter. Messrs. D. D. Jones, C. M. 
Campbell, and Merle Thorpe make com- 
ments of particular benefit to the advertising 
student. The text is written around Mr. Be- 


” 


dell’s own forceful personality and opinions, 
his philosophy gained through years of busi- 
ness experience, and his knowledge of ap- 
plied psychology gleaned from retail and 
wholesale customer contact. 

In the final weighing of factors, has Mr. 
Bedell accomplished his purpose—to assist 
one in writing copy? For writers of advertis- 
ing copy, particularly those in the field of re- 
tailing, he has made contributions of real 
value. 

Roya A. Roperrs 
Washington, D. C. 


How To Write Berrer Business LETrers, 
by Earl A. Buckley. New York 
Hill Book Co., 2nd ed., 
$2.00. 


: McGraw- 
1940. Pp. viii, 201. 


This is a revised edition of the original 
book that appeared in 1936. The chapter 
heads and discussion remain practically the 
same, but the illustrative material has been 
considerably changed and enlarged. The vol- 
ume was obviously written neither for the 
classroom nor for the professional letter writ- 
er, but rather as a popular aid for the gen- 
eral public. For a textbook, it is too predi- 
gested and too scanty in its discussion and 
illustration of letter types, except sales. 

To the person who knows a little about 
letters, How To Write Better Business Letters 
offers a condensed and soundly organized 
discussion. Written by a practitioner, the 
book emphasizes business practice rather 
than English. As stated in the preface, 
“There is power in a good letter, and not to 
take advantage of it is an economic waste.” 
The practical aspects of dictating, mailing, 
testing, etc., are perhaps the outstanding 
features. That the writer is experienced in 
direct mail work is evident from the prac- 
tical hints and ideas concerning letter pro- 
duction that are frequently found. 

The rules given for procedure are sound 
and are sufficient for the semi-experienced 
person, but they would need more analysis 
and explanation for classroom use. For the 
practicing letter writer, this condensed treat- 
ment of the subject will serve as a reminder; 
for the inexperienced, it will give a quick 








70 


THE JOURNAL OF MARKETING 





view of accepted practice and may lead to 
further detailed study. 
C. R. ANDERSON 
University of Illinois 


PRINCIPLES OF INLAND TRANSPORTATION, by 
Stuart Daggett. New York: Harper & 
Brothers, 1941, 3rd ed., rev. Pp. xxv, 906. 
$4.00. 

The revision of this standard text is a com- 
plete one. The classification of the thirty-five 
chapters into nine major sections, Intro- 
ductory, Survey of Agencies, Transportation 
Geography, Relations Between the Carriers 
and the Users of Transportation Service, 
Rates, Competition, Relations of Carriers 
with Each Other, Labor and Finance, and 
Problems and Practice of Regulation is an 
improvement in organization. 

In order to modernize the material and 
concentrate on problems of significance to 
American students, new chapters have been 
added on Labor, Finance, Theories of Loca- 
tion, Coordination, Regulation of Air Trans- 
port, Classification and Tariffs, and National 
Transportation Policies; while the chapters 
on French, German, and English railroads, 
and the separate chapters on Street and 
Interurban Railways, Motor Trucks and 
Public Utility Valuation have been omitted. 
The net effect on the length of the book is an 
increase of eight pages. 

A chapter on Factors of Location would 
probably be preferable to the one on Theories 
of Location. There is more emphasis on the 
views of Thiinen, Sombart, and Weber in 
this chapter than seems desirable in a exit 
on transportation. 

Residents of the South would have wel- 
comed a more thorough analysis of the prob- 
lem of whether railway rates in this section 
of the country are unreasonably high in com- 
parison with those of other sections. 

There is no doubt but that Professor Dag- 
gett’s book will continue to be one of the 
leaders in its field. 

Ravpx C. Hon 


Southwestern 


A PatrronaGe Morive Srupy or Kwnox- 
VILLE, TENNESSEE, ReEtAILers, by E. O. 


Dille. Knoxville: The University of Ten- 
nessee Press, 1940. Pp. 65. 


The direct study of retailers’ patronage 
motives undertaken in this survey, along the 
lines of the now familiar consumer patronage 
motive studies, makes it a pioneer effort in 
the expanding field of market research ap- 
plied to wholesaling. Nine objectives were 
established: 

1. “To determine how present purchases 
by local retailers from Knoxville whole- 
salers compare with those of five years 
before, and, if there are changes, the 
reasons for them. 

2. To discover what qualities local re- 
tailers especially like and dislike about 
Knoxville wholesalers. 

3. To ascertain how local wholesalers com- 
pare with other sources of supply when 
rated on seventeen specific qualities 
which largely determine patronage. 

4. To ascertain certain details of local re- 
tailers’ purchasing habits as to (a) num- 
ber of sources, (b) common buying 
methods, and (c) per cent of cash pur- 
chases. 

5. To discover, if possible, the correlation 
between a retailer’s buying methods 
and his efficiency as measured by (a) 
annual stock turn, (b) operating ex- 
pense, and (c) yearly sales. 

6. To determine what services the inde- 
pendent merchant desires from his 
source of supply as an aid in meeting 
chain store competition. 

. To analyze the local retailer’s purchases 
by commodity breakdowns and find out 
where and why each commodity is pur- 
chased. 

8. To study the buying habits in five retail 
lines—groceries, dry goods, drugs, hard- 
ware, and electrical appliances—and 
determine the differences existing, if 
any. 

g. To discover which goods are always 
purchased in Knoxville and why, and 
which are never so bought and why.” 


~I 


Little change was found in the purchases 
by Knoxville retailers from local wholesalers 
between 1934 and 1939, although slight in- 
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creases were noted in the grocery, drug, and 
hardware fields, with some decrease in dry 
goods. Increases were attributed mainly to 
improved services and stocks of local whole- 
salers, while the decrease in dry goods was 
due mainly to the style factor. Druggists 
attributed increased local buying to the 
national price uniformity resulting from the 
Fair Trade Act. 

About two-thirds of the qualities the re- 
tailers especially liked about local whole- 
salers were described by the term “service.” 
“Courtesy” and “home folks” ranked second 
and third respectively, with “prices” and 
“delivery” a close fourth and fifth. The con- 
clusion drawn from these results, that a 
“‘wholesale salesman has nothing to sell but 
his house,” seems valid enough at least when 
applied to local wholesalers. Qualities es- 
pecially disliked varied among different 
classes of retailers, although those in four 
out of the five fields showed great concern 
over protecting orthodox trade channels by 
ranking “‘sales at retail” at or near the top. 
Grocers ranked “discrimination” at the top 
of the list, with “‘retail sales” third. 

In selecting the seventeen specific qualities 
used to rate local wholesalers as compared 
with out-of-town wholesalers, apparently no 
direct use was made of the results obtained 
in the likes and dislikes study. Although 
these seventeen qualities were ones “which 
largely determine patronage,” they were se- 
lected “after consultations with both local 
retailers and wholesalers” rather than on a 
basis of expressed likes and dislikes; and they 
were all rational buying motives, although 
the retailers’ voluntary expression of likes 
and dislikes disclosed both rational and emo- 
tional motives. The deductive reasoning sug- 
gested in this procedure is further supported 
by a failure of the report to reconcile either 
the factors selected or the results obtained 
with those in the preceding study. The 
method of selecting the specific factors is 
generally approved and, in the reviewer’s 
opinion, the qualities chosen rate high as 
patronage motives. However, the value of 
the report would have been enhanced by a 
comparative discussion of the ratings with 
the likes and dislikes. 


Local wholesalers were rated in all five 
lines as approximately equal to out-of-the- 
city sources. They secured superior ratings 
mainly as a result of location, failed to show 
any marked superiority in price, and were 
notably weak in regard to merchandising and 
advertising aids. 

The majority of grocers purchased from 
more than ten sources; the average druggist 
bought from an even larger number. Dry 
goods, hardware, and electrical appliance 
dealers either concentrated or spread their 
purchases. All classes of retailers bought 
mainly from salesmen, while ordering by 
mail was of little importance. 

The remainder of the survey brought out 
the need for clearly defined terms, the lack 
of accurate operating data on the part of 
most small retailers, and the virtual im- 
possibility of securing data amenable to sta- 
tistical treatment in the absence of standard 
accounting systems. The results seem to the 
reviewer inconclusive in achieving the ob- 
jectives established. Many of the retailers 
interpreted “‘cash buying” to mean payment 
within the discount period. Few had a correct 
understanding of proper expense classifica- 
tions, and many were able to give only 
approximate figures on stock-turn and simi- 
lar ratios. 

One of the weakest aspects of the report, 
in the reviewer’s opinion, is the failure to 
correlate various parts of the survey more 
closely. Possibly this was intentional, as it 
does present the reader with many challeng- 
ing explanations for analysis. 

On the whole, the survey constitutes an 
instructive contribution to a relatively new 
but important area of market research. Al- 
though the author suggests many applica- 
tions of the results by wholesale executives, 
an intensive study of the data discloses many 
additional ideas of value both to executives 
and to students of marketing. 

Pearce C. KELLEY 
University of Arkansas 


Livestock MarketinG, by Austin Allyn 
Dowell and Knute Bjorka. New York: 
McGraw-Hill Book Company, 1941. Pp. 
X, 534. $4.00. 
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This is the first complete study of livestock 
marketing that has appeared for many years. 
In many ways it replaces Rudolf Clemen’s 
classic study of the American Livestock and 
Meat Industry published in 1923. It is in- 
teresting, therefore, to note some of the im- 
portant changes that have taken place in 
livestock marketing in this eighteen-year, 
inter-war period. 

One of the important and conspicuous 
differences is the trend away from the large 
centralized public markets toward direct 
marketing. This is associated with the trend 
to decentralization in the packing industry. 
Doubtless there are many influences that 
have contributed to this important social 
and commercial change. Perhaps the de- 
velopment of trucking, the decline of the 
livestock shipping associations, the improve- 
ment in the Federal news service particu- 
larly with the introduction of radio reports, 
and more general use of grade standards are 
among the more important phenomena asso- 
ciated with decentralization. 

Livestock auctions (chapter 10) are a de- 
velopment which in their modern form are 
almost entirely new since the early 1920’s. 
Grade standards for livestock and meats 
(chapter 14) are much more effective than 
they were in the earlier period, although even 
now they do not carry quite the authority in 
this country that they do in Canada. Market 
news and market statistics (chapter 15) had 
been recognized as a form of government re- 
sponsibility only a few years before Clemen’s 
book was published. Now they are taken for 
granted as a public service to the livestock 
producer whom they aid greatly in his de- 
cision as to when and where to offer his live- 
stock. 

The discussion of price differentials (chap- 
ter 17) brings under consideration a type of 
material not suggested at all in Clemen’s 
book, unless to a limited extent in his chapter 
on the orderly marketing of livestock. The 
analysis of relationships between markets, 
the reasons why these relationships change, 
and the way in which farmers and others can 
operate both to take advantage of unusual 
relations and to bring them back into normal 
line is highly informative and excellently 


handled. 


Sale of livestock on the basis of guaranteed 
yield (chapter 19) and the use of cold storage 
lockers (chapter 21) represent methods and 
ideas not yet thought of in 1923. Both of 
these chapters are highly suggestive of still 
further improvements in the handling of 
various marketing problems. One of the 
chapters deals with the complications of price 
and quality relationships while the other 
deals with the innovations in physical han- 
dling. 

The wholesale and retail distribution of 
meat is covered in two brief but excellent 
summary chapters. More attention might 
have been paid, perhaps, to the quick- 
freezing processes and their application to 
meat retailing, but it appears to be true that 
as yet these processes have not been as im- 
portant in the distribution of meat as in that 
of some other perishable products. 

The book ends on the note that marketing 
is highly dynamic and that changes are to be 
expected in the future just as they have oc- 
curred in the past. It is this note that called 
the present reviewer’s attention to the con- 
trasts between the methods in 1923 and 
those in 1941 referred to above. The present 
authors have been forward-looking in a good 
many of their chapters, suggesting the 
changes which they believe are in the im- 
mediate future. It will be interesting to see 
eighteen years hence how many of their 
predictions have come true. 

The book is excellently written with just 
enough illustrative material to make it both 
interesting and convincing. It is published in 
the typical McGraw-Hill text book format 
with which we have all become familiar. It 
appears to have a high degree of technical 
and typographical accuracy. Each chapter 
ends with a few problems for discussion and 
an excellent specific bibliography. This is the 
sort of intensive study of marketing in a 
particular commodity field that will add 
realism to our teaching of marketing. 

Ro.anp S. VAILE 
University of Minnesota 


Tue Use or TRANSPORTATION FACILITIES IN 
VEGETABLE 
Duddy and 
Revzan. Chicago: The Uni- 


THE CHICAGO FRUIT AND 
Market, by Edward A. 
David A. 
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versity of Chicago Press, 1940. Pp. ix, 86. 
$1.00. 


“The purpose of this monograph is to de- 
scribe critically the use made of transporta- 
tion facilities available for fruits and vege- 
tables in relation to the present and probable 
future requirements of the Chicago wholesale 
market.” The work is divided into four parts: 
Measurement of the Use of Facilities; De- 
murrage as an Aspect of the Use of Terminal 
Rail Facilities; The Diversion of Fruits and 
Vegetables from Chicago in Relation to the 
Use of Terminal Rail Facilities; Future Re- 
quirements for Terminal Transportation 
Facilities at Chicago. 

Much of the information used in the 
analysis is included in a series of forty-three 
tables. These tables contribute additional 
data and aid in checking the analysis. 

Professor Duddy and Mr. Revzan have 
made a useful contribution to an understand- 
ing of the operations of the Chicago whole- 
sale fruit and vegetable market. Further- 
more, the measures used in evaluating the 
present efficiency of existing facilities consti- 
tute a more important contribution. These 
include such measures as: (1) Ratio of cars 
handled to track space available (page 2), 
(2) Difference between volume of movement 
during peak and low months (page 6), (3) 
Percentage of peak concentration (page 52), 
(4) Ratio to low concentration (page §2), 
(5) Comparison between monthly use of in- 
dividual team tracks and “‘ideal’’ use if all 
under central control (page $9), (6) Ratio of 
total car days to track space (page 73), and 
(7) Number of times track space was used 
for diversions (page 80). 

Although Union Passenger Stations are 
now commonplace, “Union Freight Sta- 
tions,” in spite of obvious advantages, are 
still very much in the talking stage. Studies 
such as this indicate definite gains which 
might be achieved from such a program or 
even from more careful planning by individ- 
ual roads. With so much discussion of ter- 
minal market planning at the present time, 
the above measures could be used profitably 
in studies of other terminal markets. 

Joun B. ScHNEIDER 
University of California 


Sates Controit By Quantitative Mertu- 
ops, by R. Parker Eastwood. New York: 
Columbia University Press, 1940. Pp. x, 
334- $3.50. 

This presents a more or less critical sum- 
mary of the techniques of budgeting (for 
production, buying, and selling) and of those 
for establishing standards of sales expectancy 
or quotas. The first part of the book is a 
capable summary of much that has been 
written in the fields of accounting and busi- 
ness administration concerning the need for 
and sources of budgetary control by manage- 
ment. Dr. Eastwood’s contribution here is 
primarily in making available in succinct 
form an introduction to budgeting to an 
audience presumably less likely to explore 
the literatures to which this subject is in- 
digenous. 

The final two chapters of this first part— 
“Measurement and Prediction of Long-Term 
Forces Affecting Sales and Costs,’ and 
“Measurement and Prediction of Medium 
and Short Term Forces Affecting Sales and 
Costs,” are puzzling to the reviewer, par- 
ticularly in view of the statistical compe- 
tence assumed of the reader later in the 
work, because one with a working knowledge 
of statistical technique hardly needs the 
simplified explanations given of elementary 
concepts and procedures. 

The author is on much firmer ground when 
he reaches the second, and major, part of his 
study. He treats of the field of market analy- 
sis in the following chapters: Purpose and 
Scope of Market Analysis; Methods of Col- 
lecting Market Information; The Theory of 
Sampling as Applied to Market Data; Sta- 
tistical Methods of Testing the Significance 
of Market Factors; Statistical Methods of 
Testing the Adequacy of Market Samples; 
Methods of Analyzing Market Data; Types 
of Market Indexes and Methods of Con- 
struction; and Combination and Application 
of Analyses. 

It is a service to the growing scientific 
attitude in the field of marketing to bring 
together a carefully documented and critical 
summary of the opinions and experiences of 
the various technicians who have worked in 
the field. For the most part, the counsel given 
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is excellent. As a spring board to introduce 
advanced students to the field of quota 
making, or market forecasting, the text is 
admirable. Unfortunately, the statistical em- 
phasis may be unwelcome to many of the 
business men who most need to read such a 
presentation, and unnecessary to those 
among us who have a working knowledge of 
statistics. 

The most important consideration sug- 
gested by the volume has to do with the 
application of scholarly techniques to the 
field of marketing. The comments here are 
not a derogation—the author has written a 
competent book for a particular purpose. But 
in general, the academic mind tends to over- 
simplify the problems in commercial research 
(I use the term contrary to Eastwood’s be- 
hest!). Interviewers do not follow the exact 
wording of questions. Questionnaires are only 
infrequently tested before they are used. The 
tempo of business is too rapid to allow the 
painstaking planning of research projects 
that is requisite for good craftsmanship. 
(I do not defend this latter condition— 
I merely report it.) Statistical safeguards of 
accuracy are often meaningless when the 
raw data are entirely approximate. And most 
important, sums of money available in busi- 
ness establishments for market research are 
meager and inadequate. Management is 
often impatient of restrained and cautious 
statements of results, and wants to know 
“in plain words what you found out.” And 
bias is occasionally implicit in orders for a 
project. 

None of these difficulties intrudes itself 
into the academic cloister. And with his 
characteristic sincerity and honesty, the 
scholar accepts at face value even the ephem- 
era of the field of research. A number of the 
larger business establishments have the funds 
and the trained personnel necessary. But too 
often, the research man in a business house 
will not be helped as much by a statement of 
the number of cases necessary to establish 
the number of uses men get from double- 
edged razor blades, as by advice on how he 
can get the most helpful information for 
$200. It does not do to say that a firm is un- 
reasonable to expect an answer to a question 


relating to markets for as little as $200, or 
$500, or any other sum. The man who does 
research work for the typical firm does not 
live in an ideal static business world, but in 
a very real world, one of the dynamic aspects 
of which is paucity of research appropria- 
tions. 

The practitioner must work as he can, not 
as he would. The scholar must not object to 
the quality of commercial research usually 
done; he should see a challenge to modify his 
advice, with the pragmatic horse sense 
necessary, to the firm with a $200 appropria- 
tion. Such a restriction is not necessary for 
A. T. & T. But there is only one A. T. & T., 
whereas there are 3,071 electrical jobbers— 
with small appropriations. The head of the 
market research department at A. T. & T. 
needs little advice, nor does his management 
need any convincing of the value of market 
research. The future and the progress of the 
field depend on how rapidly 3,071 electrical 
jobbers recognize and use market research. 

Lawrence C. Lockey 
Philadelphia, Pennsylvania 


Pusiic WareuousInG, by John H. Freder- 
ick. New York: The Ronald Press Co., 
1940. Pp. xii, 301. $3.50. 


The first complete study of warehousing 
was published in 1925. From 1925 to 1940, 
interesting articles have appeared from time 
to time but Frederick’s book is the first major 
contribution. Although the title is Pud/ic 
Warehousing, the presentation actually cov- 
ers the economics of all warehousing and 
describes many features of private ware- 
housing. 

A thorough analysis of the functions per- 
formed by storage under modern business 
conditions is first presented. The factor of 
reducing distributive costs is emphasized 
both here and in the discussion of specific 
types of warehouses. A brief description of 
the size and location of the warehouse in- 
dustry is followed by detailed data about the 
specific types of public warehouses, the serv- 
ices which they are equipped to perform, 
their rates, and factual suggestions about se- 
lecting an adequate warehouse. General mer- 
chandise warehouses, field warehousing, cold 
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storage warehouses and locker plants, special 
commodity and grain warehouses, bonded 
warehouses, and household goods ware- 
houses are treated in specific chapters. 

The distributive services of public ware- 
houses are presented with many examples 
drawn from actual business cases. Emphasis 
is also placed upon the financial functions of 
warchousing. The description of the develop- 
ment and use of field warehouses is excellent 
and complete. For both business man and 
student, Professor Frederick has pictured the 
public warehouse industry in such a manner 
that its place in marketing can be seen. By 
the use of practical business illustrations, an 
endeavor has been made to show when ware- 
housing will be profitable to the business- 
man and economically desirable. Actual 
freight rates and warehouse charges are used 
in the examples. Where possible, diagrams 
are also used. The presentation gives a dis- 
tinct sense of reality. 

The United States Warehouse Act, the 
various state laws, the Uniform Warehouse 
Receipts Act, and similar legal aspects are 
well handled in non-legal language. State 
taxes on warehoused merchandise, state 
bonding regulations, state supervision of 
public warehouses, etc., are described care- 
fully. The six Appendices analyze the key 
state laws in semitabular form and reproduce 
the Uniform Warehouse Receipts and United 
States Warehouse Acts. 

It is to be regretted that more background 
of cold storage and quick-frozen foods was 
not presented. Also, another one hundred 
pages might have permitted the volume to 
change its title from Public Warehousing to 
Warehousing and thereby increase its value. 
To the business man, however, it offers much 
needed information in well organized form on 
warehousing, both public and private. The 
factual data are adequate for business cal- 
culation. For university use, the book will be 
excellent for reference or required reading. 
In brief, this is a competently written and 
thorough treatise in a field which has been 
characterized by widely scattered literature 
for the last fifteen years. 

ALBERT HariInG 
Indiana University 


Pustic Poticy, edited by Carl J. Friedrich 
and Edward S. Mason. Cambridge: Har- 
vard University Graduate School of Public 
Administration, Vol. II, 1941. Pp. viii, 
458. $4.00. 


This is the second volume of the yearbook 
established in 1940 by the Harvard Univer- 
sity Graduate School of Public Administra- 
tion. Like last year’s volume, it presents a 
dozen or so articles by as many authors on a 
variety of topics. Most of the papers deal 
with budgetary or fiscal problems, although 
there are two on national defense, one on the 
enforcement of the antitrust laws, and one 
on the Hatch Act. 

To marketing men as such, little that is 
offered will be of direct interest. ““The Effect 
of Governmental Expenditures and Tax 
Withdrawals upon Income Distribution, 
1930-1939,” by Charles Stauffacher, is well 
worth reading by marketing research men 
and others who must work with problems of 
income distribution. “How the Government 
Buys: An Appraisal,” by Albert M. Freiberg, 
offers some detailed information which will 
be useful to those who need to know how the 
Federal, State and local governments organ- 
ize and control their buying. ‘Controlling 
Broadcasting in Wartime: A_ Tentative 
Public Policy,” by Carl Joachim Friedrich, 
discusses a problem which is likely to become 
of increasing importance to advertising men. 
“Foreign Trade Policy and the Business 
Cycle,” by William Salant, will appeal to 
those whose interest lies in international 
trade. ‘““The New Antitrust Procedure as 
Illustrated in the Construction Industry,” 
by Corwin D. Edwards, describes the efforts 
of the Department of Justice to put teeth 
into the enforcement of the antitrust laws 
by using them to reconstruct a whole in- 


dustry. 
y Reavis Cox 


University of Pennsylvania 


DistripuTivE Epucation, by Kenneth B. 
Haas. New York: The Gregg Publishing 
Company, 1941. Pp. x, 310. $2.00. 


The purpose of this book is to give specific 
directions for organizing and conducting 
classes, with no more than an occasional 
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hint of what the scope and content of those 
classes should be. In other words, Distributive 
Education is a handbook on secondary busi- 
ness education. 

As a handbook, the treatise gives specific 
and categorical directions for almost every- 
thing connected with the mechanical opera- 
tion of a school or class. Does one want to 
know how to “initiate a plan for instruc- 
tion’? One has but to consult the index and 
is referred to page 141, where in five brief 
paragraphs one is told exactly what to do. 
The first four of these are specific but the 
last merely states: ““Determine the subject 
matter and prepare lesson plans.” In five 
short paragraphs one is told how to inform 
students, teachers, and parents about the 
course. Immediately following there are five 
other directions for informing the store per- 
sonnel. But eighteen specific directions are 
given for bringing notice of the course to 
“groups that should be reached in a small or 
medium-sized city.” The advantages that a 
salesman may receive from a training course 
are neatly summarized in a table of ten short 
paragraphs. It appears that the purpose of 
these are to sell the course rather than to 
outline the scope of study which the course 
might cover. 

The lists of things which one is told to do 
or to avoid, or how to do, constitutes the 
major portion of the text matter. In going 
into the various details some, but not serious, 
repetition is involved. Some valuable infor- 
mation is given in the appendix. Perhaps 
most interesting are the programs of study 
set up by two high schools giving business 
courses. Other practical material comprises a 
wide variety of forms that might be useful 
in conducting a class or school. 

The chief weakness of the book is the 
absence of definitions and the lack of limita- 
tions in discussion. For example, the author 
in no way defines distributive education, or 
distribution. He seems only dimly to com- 
prehend what is involved in that term. 
Transportation, warehousing, financing, risk 
taking, giving information, and _ sorting, 
grading and labeling scarcely enter into his 
discussions on teaching, or preparing to teach 
distribution. What Mr. Haas does not say, 


may suggest fields of activity for more ex- 
perienced and skillful business book writers. 
Hucu E. AcGNew 
New York University 


Terms Common.ty Usep 1n DistriBuTION 
AND ADVERTISING, International Chamber 
of Commerce (Documents of the I.C.C., 
No. 6), Basle, 1940. Pp. 333. 10 swiss 
francs. 


The International Chamber of Commerce, 
more precisely its International Distribution 
Commission and Committee on Advertising, 
until recently in Paris, has published in 
Switzerland this handy pocket-dictionary. 
The useful small volume records alphabeti- 
cally and in three languages some two 
thousand words and expressions in current 
use in general distribution and advertising, 
particularly in such branches as: 1. Market 
Study, Statistics; 2. The Advertising Pro- 
fession; 3. Press Advertising; 4. Film Adver- 
tising; 5. Radio Advertising; 6. Direct Mail 
Advertising; 7. Printing, Publishing; 8. 
Drawing, Engraving, Photography; 9. Post- 
ing, Window Display. 

There are three parts of 100 pages each, 
the first one beginning with English and 
American terms and, in two parallel columns 
on every page, their respective French and 
German equivalents; the second division 
gives French terms and their respective 
English-American and German expressions; 
the third lists German terms with English- 
American and French translations. 

From the preliminary remarks we learn 
that terms in English are in some cases fol- 
lowed by the abbreviation “Eng.” or “Am.” 
to indicate that there is a distinction to be 
made as regards their use in Great Britain 
and in the United States of America. For 
instance: Movies (Am.)—Cinema (Eng.); 
Want Ads (Am.)—Classified or Small Ad- 
vertisements (Eng.); Visualizer (Am.)— 


Ideas Man (Eng.); Domestic Commerce 
(Am.)—Home Trade (Eng.). 

As pointed out in a short foreword, the 
French draft of which offers the clearest ex- 
planation of the purpose of this reference 
handbook, terminological differences render 
international understanding—even in normal 
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times—more difficult. The various Sub-Com- 
mittees of the International Chamber of 
Commerce therefore have established equiv- 
alents, in the three languages in most fre- 
quent use at the I.C.C., for terms most com- 
monly employed in different fields. The 
present work for everyday practice in dis- 
tribution and advertising will certainly be 
of great value. 

While the regular price of the handbook, 
fixed by the publishers in Switzerland, is 10 
swiss francs ($2.30 at current rate of ex- 
change), the American Section (Washington, 
D. C.) of the International Chamber of 
Commerce has been authorized to supply a 
small number of copies to its members at a 
price of $1.00 

Paut Ucker 
San Francisco 


SIMPLIFIED SALES PRoMoTION FOR ReE- 
TAILERS, by Edward Kaylin and Alan A. 
Wells. New York: National Retail Dry 
Goods Association, 1940. Pp. viii, 176. 
$2.50. 

The treatment of topics in this book, 
touching on all phases of sales promotion in 
a space of 164 pages, must, of necessity, be 
brief. Brevity in itself is no sin. At times the 
statements made seem a bit dogmatic, which 
may be accounted for by the honest attempt 
to gain simplicity and conciseness. As stated 
in the Preface: ‘There is little theorizing 
here—the purpose has been to develop tech- 
niques and procedures rather than philo- 
sophic discussion.” 

The strongest part of the book is the em- 
phasis on the need for planning and co-ordi- 
nation. This phase is covered quite thor- 
oughly. The planning of the yearly budget, 
the departmental and seasonal breakdowns 
with typical percentage distributions, and 
the day-to-day plan for a week, puts plan- 
ning in action. With due consideration for 
flexibility, the benefits accruing from sounder 
planning and less hit-or-miss advertising are 
worthy of serious consideration. 

The sections on layout technique, effective 
copy, illustrations and engraving and type 
faces are brief. For the individual with some 
experience, they serve as good reminders of 


fundamentals. For the newly initiated, the 
statements may lack significance. 

The discussions on institutional advertis- 
ing, emphasizing the need of first putting 
one’s house in order and then establishing 
individuality, are certainly worth-while in 
these days of mistaken conceptions of what 
public relations mean. The parts various 
media such as newspaper, direct mail, and 
radio play in promotion is defined. The ways 
these can be used effectively are suggested. 
In addition to the basic mechanics of making 
good window and point-of-sale displays, the 
need for co-ordination with advertising car- 
ried on in external media is clearly described. 

Although the need for continuous research 
is emphasized, the problem of making market 
surveys to determine consumer preferences 
is discussed too briefly to lead to many 
tangible results. 

The shift from major promotions of many 
kinds to a few outstanding store-wide events 
is recommended. The constant ballyhoo and 
inevitable exaggeration of continuous pro- 
motions is unquestionably damaging to the 
store’s “regular” business and reputation. 
It is the old story of calling “wolf’’ too often. 
The need for better and more creative pro- 
motion in this competitive world is ham- 
mered home by the concluding paragraph: 
“.. the next period (in retailing) will be 
one of improved sales promotion. Stores will 
find insurance for the future in recognizing 
this trend and capitalizing on it to the ut- 
most.” 

All in all, the book seems to have many 
points of merit for the executive who wants 
to get a quick picture of the inter-relation of 
the factors making up sales-promotion. It 
has many practical and sound suggestions. 
The illustrations used throughout the book 
are good. For those less versed in all phases 
of the problem, a few references would be 
helpful. Its brevity is a strength and a weak- 
ness. 

Harry J. Loperc 
Cornell University 


RapIO AND THE Printep Pace, by Paul F. 
Lazarsfeld. New York: Duell, Sloan and 
Pearce, 1940. Pp. xxii, 354. $4.00. 
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The rapid development of radio during the 
past twenty years as a medium for advertis- 
ing and public education opens an important 
field of research to obtain accurate informa- 
tion about its possibilities and limitations. 
To those who are interested in or affected by 
the economic, educational, sociological, and 
political implications of radio in contrast to 
the printed page, the author contributes 
some very enlightening discoveries which are 
substantiated by facts from well-directed 
field research. 

The introduction to the book points out 
that upon our ability to find new ways for the 
formation and expression of public will and 
opinion without impairing our democratic 
form of government may depend the future 
of democracy. In addition, further cultural 
developments in the United States and de- 
crease in illiteracy depend upon the use of a 
medium which can increase the scope of 
serious responses in the American people be- 
yond that so far achieved by print. 

A critical examination of the potentials of 
radio as such a medium compared with the 
printed page, brings answers to many ques- 
tions about radio such as: the seriousness of 
radio listening on different cultural levels; 
the reasons why people like a program; how 
the technique of building radio audiences is 
applied; the relationship of reading skill and 
radio listening; the reasons why people 
prefer radio to print, analyzed by economic 
status, reading habits, sex differences, and 
cultural levels; the accessibility of radio to 
the population; the effects of radio upon 
newspaper circulation; the effect of radio in 
promoting reading; the social consequences 
of radio; and the competitive position of 
radio and print. 

The author’s statements and conclusions 
are based upon field research, are illustrated 
amply by charts and diagrams, and are pre- 
sented in such a readable and well-organized 
manner that his findings should gain the 
interest of those in the fields of education, 
government, sociology, marketing and ad- 
vertising. Joun F. Mee 

Indiana University 


Price BEHAVIOR AND Business Poticy, by 
Saul Nelson, Walter G. Keim and others. 


Monograph No. 1 of the Temporary Na- 
tional Economic Committee. Washington: 
Government Printing Office, 1940. Pp. 
XXV, 419. 


The various sections of this study cover a 
wide range of subject matter, although they 
are tied together loosely by the fact that each 
considers some topic more or less closely re- 
lated to the central theme of price rigid- 
ity. 

Part I carries as a subtitle the general title 
of the report. It offers (in addition to various 
summary pages) a judicious, well-balanced 
chapter summarizing, evaluating and ampli- 
fying the debate over price flexibility started 
some years ago when Gardiner C. Means 
published his Industrial Prices and Their 
Relative Inflexibility; a supporting technical 
appendix on measures of price flexibility; a 
chapter (which the present reviewer finds 
somewhat less well reasoned) on the nature, 
purposes and consequences of non-price com- 
petition ; another supporting appendix giving 
illustrations of conventional price lines anda 
brief description of the so-called “‘cash dis- 
count” used in the apparel market; a third 
enlightening chapter on problems arising 
from the approach of market saturation in 
the industries manufacturing household elec- 
trical equipment; and a third appendix pre- 
senting the statistical data which support 
the charts in the main report. 

Part II carries the subtitle “Geographic 
Price Structures.” It considers basing-point 
price systems as only one of many different 
ways in which sellers distribute the burden 
of transportation costs over their customers. 
One chapter describes the various forms 
taken by geographic price structures in 
practice. A second chapter takes up one by 
one the major commodities marketed in the 
United States and describes the geographic 
pricing systems commonly used for each. 

Part III carries the subtitle “Prices and 


Price Margins in the Drug Trade”’ and deals 
with a variety of topics having to do with 
resale price maintenance. One chapter de- 
scribes some of the characteristics of com- 
petition in the drug trade, with emphasis 
upon methods of resale price control. A sec- 
ond chapter discusses trends since 1929 in 
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the prices of drugs at retail, emphasizing the 
influence of resale price maintenance and the 
effects of branding and advertising upon 
prices. A third chapter offers data on the 
distributive margins of wholesalers and re- 
tailers. 

The variety and range of the report’s sub- 


ject matter preclude any detailed criticism 


here. Since the topics discussed are the sub- 


jects of a widespread controversy character- 


ized by violent emotion as much as by care- 
ful reasoning, readers probably will differ 
sharply in their responses to the ideas ex- 
pressed. To the present reviewer, despite his 
disagreement with some of its sections, the 
report comes as a worthwhile addition to the 
literature of marketing. Especially welcome 
are its sobriety of utterance and its full ap- 
preciation of the complexity of the problems 
with which it grapples. Both of these charac- 
teristics differentiate it from much of the 
earlier discussion in the field. 

Teachers will find reason to be grateful for 
the many illustrations the report gives of 
matters about which they must talk in class. 
Here, for example, are illustrations of price 
lines and their effects upon business pro- 
cedures; the relationships of quality, price 
and branding; ways of modifying price quo- 
tations indirectly; market saturation and the 
marketing problems it raises; the use of 
family income and expenditure data in 
analyzing markets; terms of shipment; and 
drug prices and margins. Many of these 
examples can be used effectively in work 
with students. 

Reavis Cox 
University of Pennsylvania 


Fair TRADE AND THE Retait Druc Srore, 
by H. J. Ostlund and C. R. Vickland. 
Chicago: Druggists’ Research Bureau, 
1940. Pp. xiii, 346. $5.00. 


This report is the result of a project under- 
taken “‘as a comprehensive study of the 
changes in retail prices of leading proprietary 
items” since the enactment of “fair trade” 
legislation. The opportunity of getting at the 
facts was a rare one since their affiliation 
gave the authors access to returns from well 
Over 10,000 stores throughout the country. 


The method utilized in the study was an ex- 
amination of the price behavior of fifty “‘well- 
known, fast-selling, trade-marked items” 
which had been placed under “fair trade” 
contracts for all types of stores in forty-two 
of the forty-eight states. Data were classified 
as between chains and independents and, for 
independents, on the basis both of size of 
city in which stores were located and size of 
merchandising establishment. 

The size of the city in which stores are 
located—the authors found—seems to have 
had some bearing on the behavior of drug 
prices since “fair trade.” There seems, in 
other words, to be a relationship between 
size of community and drug prices. In small 
towns where prices were highest before, there 
was a “‘substantial” reduction ($3.90 on each 
$100 worth of merchandise at list); in the 
large cities where prices were lowest, an in- 
crease ($2.50 on each $100 worth). The size 
and the type of store also seems to have had 
a bearing on price behavior. Changes accom- 
panying “‘fair trade,” ranged from a decrease 
of 3.§ points (about 3.8 on a basis of per- 
centage) in the case of the smaller inde- 
pendents to an increase of 4.9 points (6.3%) 
in the case of (all size) chain outlets. But 
taking the average of all types of stores there 
has been—they say—‘‘an average reduction 
to the consumer of $0.90 in the cost of $100 
list value of merchandise”! The findings in- 
dicate that “fair trade” “has resulted in a 
general leveling of prices.” 

The limitations of the Ostlund-Vickland 
study lie not so much in what the authors 
disclosed as in what they failed to discover. 
This reviewer is firmly convinced that much 
important light on this subject is concealed 
in the averages. For one thing, a true picture 
of the effect of “fair trade” on price may not 
be gained without classifying chain stores. 
One must appreciate the fact that while some 
chains are quite as conservative in price 
matters as the most provincial independents, 
some—one or two, or at the most, several, 
in each market—are aggressive price com- 





petitors. To state, then, that chain prices 
of price-maintained merchandise have in- 
creased by only 5%, and let it go at that, 
is to distort the picture considerably since 
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the low prices of the aggressive competitors 
are concealed in the averages. But, worst of 
all, certain types of institutions—aggressive, 
price-influencing institutions such as Macy’s 
against which many of the “‘fair trade’”’ laws 
were specifically aimed—apparently are left 
out of these calculations entirely because 
they are not essentially drug outlets. 

The admission on the part of the authors 
that, on the basis of special sale prices before 
“fair trade,” merchandise which would list 
at $1.00 is “12.3 cents [or, based on the 
former cut price, some 17 per cent] higher,” 
only partially covers the point at issue; al- 
though it does remind us that certain special 
purchasing opportunities which formerly 
were extended consumers from time to time 
now are non-existent. Nor is the statement in 
point that “in larger drug stores where in- 
creases occurred, a consumer not wishing to 
pay the minimum price on a prominent Fair 
Trade brand usually can choose from a great 
number of brands at a wide range of prices.” 
While the consumer may indeed avoid the 
incidence of “‘fair trade” by purchasing sub- 
stitutes, if he reacts as the manufacturers 
plan and insists on the “genuine,” he now 
has no alternative but to pay the minimum 
set regardless of differences in distributive 
efficiency. 

This reviewer suggests that, despite al- 
leged difficulties, Ostlund and Vickland re- 
fine their data in such a way as to reveal the 
impact of “fair trade” legislation on that 
substantial group of consumers who formerly 
purchased their drug requirements at lowest 
prices. As it is, their study is dangerously 
incomplete. 

Rapu Cassapy, Jr. 
University of California at Los Angeles 


ABC or Cooperatives, by Gerald Richard- 
son. New York: Longmans, Green and 
Co., 1940. Pp. 186 and appendices. $2.00. 


The author of this readable little book has 
become well grounded in the principles of 
organization and methods of operation of co- 
operatives through his experience as Director 
of the Cooperative Division, Commission of 
Government, St. John’s, Newfoundland. 
However, the treatment does not go beyond 


the ““ABC’s” of cooperatives to “D.” Its 
main contribution is a brief but competent 
survey of the development of the three main 
types of cooperatives—marketing, finance, 
and consumer—in Great Britain, Scandi- 
navia, in selected parts of the United States, 
and a particularly admirable summary of the 
growth of cooperatives in Nova Scotia and 
Newfoundland. 

The author starts out with “Cooperation 
is the simplest thing in the world to under- 
stand” but notes later that, while compre- 
hension of its principles may be easy, the 
practice, interpretation, and implications of 
cooperation are not so simple. He stresses the 
value of patient restraint in cooperative de- 
velopment as opposed to panegyrical promo- 
tion, and outlines four steps or stages for safe 
and sane cooperative evolution: (1) a study 
club, (2) a credit union, (3) a buying club, 
and (4) a cooperative store. 

Richardson has strong convictions con- 
cerning the role of federal government in re- 
lation to cooperatives. He stresses the dan- 
gers involved in governmental financial sup- 
port and control and the consequent lack of 
membership participation. He might have 
given more attention, however, to (1) the 
need for more adequate enabling legislation, 
which is an important restrictive factor of 
cooperative growth in this country, (2) the 
place for governmentally supported educa- 
tional programs for groups of citizens who 
wish to organize, or (3) the need for govern- 
mental research into reasons for cooperative 
failures so as to guide other groups of well- 
intentioned persons from losing sorely needed 
savings. The set-up of the Credit Union Sec- 
tion of the Farm Credit Administration is an 
admirable example of federal support, with- 
out control, of one type of cooperative ac- 
tivity. 

There are a few inaccuracies and over- 
sights. For example, when discussing Nova 
Scotian credit unions and those organized 
under the Federal Credit Union Act, he men- 
tions the use of deposit accounts in the 
former and neglects to point out that they 
were intentionally, and wisely, not permitted 
under the Federal Credit Union Act. He 
makes the broad statement: “When all else 














THE JOURNAL OF MARKETING 





81 





fails, people turn to cooperative principles 
and make them work.”’ If this generalization 
were true, how explain cooperative failures? 
Indeed, later in the book he himself cautions: 

“Too many persons are inclined to look upon 
cooperation as a kind of magic which will do 
all the work without any effort on the part 
of the members of cooperative organiza- 
tions.” Little attention is given in the book 
to the importance of securing not only in- 
telligent and honest managers but also those 
who are well-trained in sound business prin- 
ciples of management as well as in coopera- 
tive theory. 

This book will win friends and influence 
many intelligent people until the last chap- 
ter, in which the author goes over the dam 
of reason and sets forth the view that private 
profit means robbing one’s neighbor. He ap- 
parently loses sight of the excellent record of 
marketing and finance cooperatives in earn- 
ing profits for their members, and is evi- 
dently thinking only of consumer coopera- 
tives and purchasing associations. 

This reviewer regrets that more attention 
was not given to the two principal effects 
that cooperatives may have in a free enter- 
prise system. First, in some cases the meth- 
ods of organization and operation offer 
greater economies than those enjoyed by 
private enterprises, e.g., credit unions. Sec- 
ond, in other cases monopolistic advantages 
and trade traditions may be broken down 
through informative labeling and grading, as 
is done by National Cooperatives, Inc., or 
through cooperative production, e.g., ferti- 
lizer by the Indiana Farm Bureau Coopera- 
tive. 

The author imparts a sound word of wis- 
dom to evangelistic cooperators: ““Coopera- 
tion is never an end in itself but is rather a 
means to an end, namely, the improvement 
of economic and social conditions so that the 
creative energies of the people may be re- 
leased, so that they may live happier and 
fuller lives.” 

Lincotn CLarK 
University of Maryland 


RETAILING—PRINCIPLES AND 


PRACTICES 
WorKBOO K, 


by G. Henry Richert and 


Harry N. Kauffman. New York: Gregg 
Publishing Co., 1940. Pp. v, 246. $.80. 


This workbook is offered as a teaching aid 
to be used in connection with Richert’s “‘Re- 
tailing—Principles and Practice.” It pro- 
vides not only opportunities for organized 
note taking, but also interesting exercises, in 
many instances based on studies to be made 
locally. It especially emphasizes the possi- 
bilities of learning about retailing from the 
retail institutions and methods of retailing 
in the student’s home community. 

While intended primarily for use in con- 
nection with Richert’s textbook, students 
and teachers using other textbooks in retail- 
ing will find in it many helpful suggestions. 

The notes and instruction printed in the 
workbook are well handled, and the illus- 
trations add materially to its interest. 

Pau. H. Nystrom 
Columbia University 


Secrets OF CLosinG Sates, by Charles B. 
Roth. New York: Prentice-Hall, Inc., 
1940. Pp. xiii, 194. $2.50. 

If another book on salesmanship is needed, 
the author has wisely selected the segment of 
sales education and sales training which is 
most difficult to analyze, codify, and teach 
—The Art of Closing Sales.” 

The basic premise as set forth in the 
preface of the book is that few salesmen use 
good closes and even those who profess to be 
good salesmen admit that the weakest part 
of their sales presentation lies in effecting the 
close. Not only is this premise sound from the 
salesman’s point of view, but it may also be 
said that sales instructors both in business 
organizations and in schools have found 
here their greatest weakness in their teaching 
techniques. 

The first six chapters and the last six chap- 
ters restate many of the sales fundamentals 
found in conventional books on salesman- 
ship. The most worthwhile discussion in 
these chapters, which serve as a background 
for the author’s major contribution, ex- 
amines the customer’s mental state when he 
is in a position where he is confronted with 
the decision to buy or not to buy. According 
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to the author, at this point the buyer is beset 
by any or all of three fears which are pri- 
marily emotional rather than rational, 
namely, fears (1) of money loss, (2) that the 
product selected does not represent the best 
value, and (3) of social and associate dis- 
approval. 

It is at this point that the salesman must 
assert his leadership by setting at rest these 
fears and successfully closing the sale. The 
author has outlined seven closing techniques 
and devoted an entire chapter to each one. 
They are (1) the assumptive, (2) the subordi- 
nate question, (3) the physical action, (4) the 
impending event, (5) the narrative, (6) the 
inducement strategy, and (7) the ask them 
to buy techniques. These techniques are not 
original in sales literature, but their analysis 
and the apt illustrations of them probably 
constitute one of the best contributions to 
date. 

Major criticisms of the book rest in the 
organization of the material in the first six 
chapters. While interesting, it could be con- 
densed and better organized. Nor does the 
author through either footnotes or bibliog- 
raphy give credit to the source of many of 
the illustrations he has seen fit to incorpo- 
rate. 

The book can be profitably studied by 
salesmen striving for self-improvement and 
by salesmanagers seeking instructive ideas to 
use in consultation work with their sales 
force and for their sales meetings. Although 
not adaptable as a college textbook, the sin- 
cerity and the quality of the book merit its 
consideration as a reference work in colleges 
offering courses in sales and sales manage- 
ment. 

TuHeEoporeE H. SmitH 
Fenn College 


THe Perro_eum Inpustry, by Ronald B. 
Shuman. Norman, Okla.: University of 
Oklahoma Press, 1940. Pp. xiv, 297. $3.00. 


The reviewer is not familiar with details of 
the operation of the petroleum industry 
of the United States and is thus not in a 
position to pass on the factual information 
contained in this book. It may be assumed, 
however, that the author, who is Associate 


Professor and Head of the Department of 
Business Management of the University of 
Oklahoma, an important oil-producing state, 
is reasonably accurate in the factual data 
and interpretation thereof. He apparently 
has had the advice and counsel of numerous 
technicians and other persons familiar with 
the petroleum industry. 

Going on the assumption mentioned, the 
reviewer has no hesitation in strongly recom- 
mending the book to persons who may be 
interested in one of the most vital and spec- 
tacular industries in this country. The book 
should be of interest to marketing men, to 
economists, to legislators, and to the general 
public. The simple and straightforward style 
of writing, the lucid explanations of such 
almost mythical terms as “octane rating,” 
“cracking,” and so on makes for easy read- 
ing. The arrangement of the material is logi- 
cal. Historical and factual information are 
combined with what appears to be sound eco- 
nomic analysis of the various phases of tie 
petroleum industry. The layman is thus led 
step by step through the various phases of a 
complicated industry. Above all, the author 
is to be complimented in his treatment of the 
sensational aspects of the oil industry, price 
cutting, monopoly control, et cetera. These 
are not avoided but placed in their due rela- 
tion to all phases of the industry. 

The book consists of a preface and twelve 
chapters, together with a fairly extensive 
bibliography and index. There are fourteen 
figures or charts (including a master chart at 
the end of the book showing production, 
total wells drilled, and crude oil prices from 
1860 to 1940, and consumption and stocks 
for shorter periods) and forty-eight main 
tables, with several minor tables. All the 
tables and charts are presented in simple and 
understandable form. 

In his preface, the author states that the 
book is intended first, for laymen who feel 
“a genuine interest in those industries of the 
United States which are of vital importance 
to the National economy as well as signifi- 
cant to our daily life,” and second, for per- 
sons engaged in the industry who may be 
chiefly interested in the interpretation of 
recent trends. 
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A summary of each chapter would occupy 
too much space and might detract from the 
special emphasis which the author wished too 
place on certain developments. The chapter 
headings afford a good indication of the con- 
tent of each section. They are: The Character 
of the Petroleum Industry; Demand for 
Crude Petroleum and Its Products; The De- 
velopment and Production of Crude Oils; 
Refining and Manufacturing; The Trans- 
portation and Storage of Oils; Marketing Pe- 
troleum Products in the United States; 
Financial Policies and Investment Consider- 
ations; Taxation of the Petroleum Industry 
and Its Products; Problems of Personnel, 
Management, and Labor Relations; The 
World Picture; International Trade in Oil; 
A Survey of the Natural Gas Industry; and 
Conservation and Control in the Field of 
Petroleum. No important phase of the in- 
dustry seems to have been slighted. 

The petroleum industry, as the author 
states, “is peculiarly American both in spirit 
and technology” (p. 3). It is an industry 
characterized at first by ruthless competi- 
tion, followed by the emergence of the 
Standard Oil monopoly and later by the dis- 
integration of the Standard Oil Company. 
The final phase still under way “is the 
settling down to an existence in which man- 
agement looks more and more to the labora- 
tory for assistance in solving its technical 
problems and to the comptroller for assist- 
ance in solving its price and cost problems” 
(p. 12). In the field of exploration and pro- 
duction of crude oil, the individual and the 
small, independent company still play an 
important role. Ownership of refining and 
transportation facilities, however, is con- 
centvated. With all the developments of 
modern science, the discovery of new oil de- 
posits is still largely a matter of chance. “The 
attempt to find oil has brought employment 
to methods varying from the scientifically 
ludicrous to the most complicated devices of 
the geophysicist. Dreams, “‘doodle-bugs,” 
and seismographs—all of them have been 
tried, and all of them have both failed and 
succeeded”’ (p. 35). 

The marketing expert will readily realize 
the complexity of the cost accounting prob- 


lems involved in the production of the nu- 
merous main and by-products of the pe- 
troleum industry. Apparently the petroleum 
industry has been no more successful than 
numerous other industries in developing a 
uniform accounting system. “Lack of com- 
mon accounting methods, differences in effi- 
ciency of management, labor, plant and lo- 
cation—these are definite reasons why it is 
difficult in the extreme to compare the costs 
and efficiencies of the refineries of different 
firms and geographic areas” (p. 87). 

Two of the most interesting chapters are 
those on the transportation and marketing of 
petroleum products. The pages on petroleum 
retailing are especially instructive. 

This book is recommended to all persons 
who desire several hours of instructive read- 
ing on the ramifications of a very important 
and complex industry. 

J. M. Tintey 
University of California 


InTRODUCTION TO SALES MANAGEMENT, by 
Harry R. Tosdal. New York: McGraw- 
Hill Book Company, Inc., 1940, 2nd ed. 
Pp. xili, §26. $4.00. 


Since this is a revised edition, the review 
will be in two parts; one for those familiar 
with the earlier work, published in 1933, and 
one for those not acquainted with it. 

No major changes in approach have been 
made over that established by the first edi- 
tion. The position of the first two chapters 
has been reversed. Sales and Market Re- 
search are discussed before Product Plan- 
ning; otherwise the chapter subject matter 
is in the same order as previously. Minor 
makeup changes, such as putting all the 
references at the end of the chapter rather 
than at the end of sub-groups within the 
chapter, have been made. But these changes, 
as well as some rearrangement in order of 
presentation within the chapters, are not of 
major importance. 

More important are the following changes 
and additions. The entire text has been con- 
siderably enlarged (about 25 per cent). The 
number of cases has been reduced (from 119 
to 106) but their quality and comprehensive- 
ness have been improved considerably. This 
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applies to both types of cases; those illus- 
trating the application of principles to actual 
cases and those developed primarily for 
problem purposes. Many new problems have 
been included in this book. The questions 
have been improved. These give considera- 
tion to recent legislation affecting marketing, 
such as the Robinson Patman Act, as well 
as more emphasis on the social aspects of 
marketing. 

Briefly, this edition is considerably better 
than the first. The choice of problems and the 
presentation of the cases provide more op- 
portunity for a well-rounded discussion of all 
the various aspects of marketing. The new 
cases illustrate the changes in emphasis and 
methods of solving marketing problems that 
have occurred in the intervening seven years. 

This book consists “. . . of concise textual 
statements of general principles, followed by 
groups of carefully selected problems which 
should serve as a basis for study and thought 
by the student and for discussion in class 
sessions.” It is an adaptation of the problem 
books used by the advanced classes in the 
Harvard Business School. The objective is to 
stimulate straight thinking. 

In scope, the book covers all the important 
issues of marketing management in the man- 
ner outlined by the objectives of the author. 
The cases do provide material for a thorough 
discussion of many important aspects of 
marketing if the students are mature enough 
to give them careful consideration. Consider- 
able outside reading or previous training 
would be required to get the most from the 
problems posed. The basic principles stated 
in the text will not provide all the informa- 
tion needed for a thorough solution. This 
does, however, provide ample room for class 
discussion. 

A few of the problems do not leave much 
choice but this is not a serious criticism. The 
task of presenting all sides of a problem 
without making, at times, a single course 
almost inevitable is extremely difficult. In 
my judgment, this does not detract from the 
value of this book It is just one of those 
things that one should expect. 

As stated in the preface, “no attempt has 
been made to make the volume primarily a 


text on sales management.” About 100 pages 
are devoted to outlining general principles, 
while the remainder is made up of cases and 
questions. Hence, the book is for teaching 
purposes and not for general reading. For 
those who teach marketing and want their 
students to work on actual cases, the book is 
worthy of serious consideration. 

Harry J. Loperc 

Cornell University 


New Books 1n RELATED FIELDS 


Kiekhofer, W. H., Economic PRrincip.es, 
ProBLeMs AND Po uicies. New York: 
D. Appleton-Century Company, rev. ed., 
1941. Pp. xxxi, 906. $4.00. 

Mead, E. S., Jeremiah, D. B., and Warring- 
ton, W. E., THe Business Corpora- 
TION—ITs FINANCIAL ORGANIZATION AND 
Operation. New York: D. Appleton- 
Century Company, 1941. Pp. xx, 680. 
$4.00. 

Moore, J. H. and Hoch, M. L., Reapincs 1N 
Mopbern Economics. New York: Thomas 
Nelson & Sons, 1941. Pp. xxiv, 662. $3.50. 


B.—DicEsts or ARTICLES IN OTHER 
JouRNALS AND 


PAMPHLET MATERIALS 


By Rotanp S. Vaie, University 
of Minnesota 


I. THe DEFENSE PROGRAM 
AND MARKETING 


Guns AnD Butter, by J. Philip Wernette. 
Harvard Business Review, Spring 1941, 
pp. 286-297. 


Can we have both guns and butter or must 
we give up some butter? Will the standard of 
living rise or fall? Specifically, to what extent 
will taxation be increased and what effects 
will be felt in non-defense lines of industry 
and trade. The principal factors that control 
the answers to these questions are said to 
be the following: 

1. The quantity of defense goods that 1s 

desired 


2. The speed with which these goods are 
desired 
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3. The amount of productive power that is 
or can be made available for making 
these goods 

4. The general impact of the program on 
the nondefense parts of the economy 


Professor Wernette’s conclusion on these 
matters may be summarized in the following 
terms. The United States defense program 
even as planned early this spring cannot be 
carried out simply by calling in the unem- 
ployed. Completion of the program on 
schedule would result in some reduction of 
nondefense output of goods using the same 
raw materials and productive facilities as 
defense goods, but would result in some in- 
crease of output of other nondefense goods. 
In other words, the scale of living will be 
curtailed at some points and expanded at 
others. No attempt is made to estimate what 
changes in defense or war emergency pro- 
duction may take place during the next year; 
but the conclusion is reached that any ma- 
terial increase in our production of war ma- 
terials beyond those planned early this 
spring must result in a curtailment in the 
scale of living. 


British War-TIME CONTROL OF CopPeER, 
Leap anpD Zinc, by Jules Backman and 
Leo Fishman. Quarterly Journal of Eco- 
nomics, February, 1941, pp. 210-238. 


This article is of particular interest to stu- 
dents of national defense policy, as it gives a 
first-hand description and evaluation of re- 
cent British experience It may well be read 
in connection with the following articles by 
Bernard Baruch, John Martin, and John 
Lindeman respectively. 


PriorITIES: THE SYNCHRONIZING Force, by 
Bernard M. Baruch. Harvard Business Re- 
view, Spring 1941, pp. 261-270. 

Present Sratus oF Priorities, by John H. 
Martin Harvard Business Review, Spring 
1941, pp. 271-285. 

_ These two articles are a distinct contribu- 
tion both to the philosophy underlying a 
policy of priorities and to the application of 
that policy in the early spring of 1941 in 
comparison with the situation and treatment 


in 1917. Baruch bases many of his statements 
on the previous World War when he was 
Chairman of the War Industries Board. He 
points out that if there are to be priorities, 
as in all conscience under war emergency 
conditions there must be, they have to be 
accompanied by price control, search for sub- 
stitute goods, rationing of residual supplies 
and perhaps some commandeering of men, 
materials, and plants. There is clearer recog- 
nition in this article of the relations that are 
inevitable in an economic system than is 
recognized either by business men or govern- 
mental officials. Formation of policies during 
the next several months can be clearly 
aided by an understandimg of the relation- 
ships which are clearly recognized and 
pointed out in this article. 

Martin points out that to date at least 
there are not as many shortages of labor, 
productive facilities, or raw materials as 
there were in 1917. Nevertheless, there are 
some important bottlenecks, and the estab- 
lishment of priorities and other controls in 
these fields will have an effect on supply and 
demand at other points of the economic sys- 
tem. While it may seem elementary to the 
trained student of economics that there is a 
close and clear relationship between priorities 
and price control this relationship is not yet 
clearly written into the government control 
policy. Surely it needs to be. Moreover, it is 
by no means certain whether voluntary 
action within individual industries will take 
care of the price problem or whether strict 
governmental allocation will ne a 


control of in. prices, quotas, and so on 
that will be undertaken during the succeed- 
ing months will not have some permanent 
effect on the marketing system. Students 
and teachers of marketing as well as business 
men generally will want to follow with care 
the development of these changes in the 
attempt to conserve whatever of free enter- 
prise seems permanently desirable. 


THE ARMAMENTS PROGRAM AND NATIONAL 
Income, by John Lindeman. American 
Economic Review, March, 1941, pp. 42-46. 


The relative effect of the armaments pro- 
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gram and the work-relief program involving 
the same amount of net government spend- 
ing is discussed. The conclusion is that if the 
objective is merely to increase the national 
income rather than the military strength it 
would be better done with the same govern- 
ment expenditure over a definite period of 
time by a work-relief program. The points 
made are then generalized to apply to an 
evaluation of the income increasing value of 
any two programs as follows: 

1. In the very short run privately financed 
expansion can be added to the govern- 
ment expenditure only to the extent 
that it is not offset by higher first-round 
leakages. 

2. In a period long enough to cover com- 
plete amortization, the extent of first- 
round leakages is the dominant con- 
sideration. 

3. In any program of an emergency na- 
ture, which is not expected to continue, 
amortization of privately financed capi- 
tal built solely to satisfy the emergency 
demand may be extremely rapid, and 
hence much of the income-increasing 
value of the private investment will be 
cancelled out. 


NaTIonaL DEFENSE AND THE CORNER STORE 
(Some Errects OF THE DEFENSE PRo- 
GRAM ON Locat Rerait Markets). Dun’s 
Review, March, 1941, pp. $—20. 


This article attempts a forecast of the 
effect of the distribution of income through 
the fulfillment of defense contracts on con- 
sumer purchasing power. Comparisons are 
made between the total of contracts already 
awarded, the estimated resulting purchasing 
power, and the 1939 retail sales in the par- 
ticipating areas. 

Tables descriptive of the industrial areas 
which are apparently going to be affected by 
new contracts and also tables of new and 
growing army posts are given in considerable 
detail, as is also a list of rural circles that are 
near the new sources of consumer income re- 
sulting from defense contracts or army posts. 

These data may be very useful in planning 
shifts in selling effort and in new credit ex- 
tensions. 


How GovernMENT Buys: AN ApprRAISAL, by 
Albert M. Freiberg. Pud/ic Policy, Vol. I, 
1941, pp. 262-298. 

In the Foreword to this article Nathan 
Isaacs says, “An all-pervasive question in 
public administration has to do with the ex- 
tent to which the principles and methods of 
private administration are adaptable to pub- 
lic purposes. Too often are inarticulate major 
premises indulged in which lead to the direct 
transfer of the thinking of business to govern- 
ment problems or, on the other hand, the re- 
jection of business experience as something 
belonging to a world foreign to that of the 
public administrator.” 

The author then outlines some of the prob- 
lems that are general to all sellers to govern- 
ment. For example, he points out that public 
purchasers usually buy by specifications 
rather than brand. If a manufacturer has 
spent money in publicizing his brand this 
effort is largely wasted in connection with 
sales to government. Moreover, the sales to 
government are generally single orders with- 
out much hope of continuing repeat business. 
Many of the legal as well as practical for- 
malities and difficulties of sale to govern- 
ment agencies are outlined with the conclu- 
sion that most public purchasing systems, 
like Topsy, “just grew.” 

A priori reasoning, the author claims, 
would lead us to conclude that the chief ob- 
jects of the public purchaser are to get goods 
honestly, cheaply, and quickly. But he points 
out that much of the time one of these three 
criteria is in direct conflict with the other 
two. Public purchasing agents are subject to 
more pressures than are private buyers, for 
example, and consequently a system which 
insures honesty may interfere with use of 
discretion and development of efficiency. 


II. Market Prices AND Price Po.icy 


Tue MEaninc OF “Price Pouicy,” by E. G. 
Nourse. The Quarterly Fournal of Eco- 
nomics, February, 1941, pp. 175-209. 


“If we are to take at all seriously the 
classification of economics as a social science, 
such principles of price as it formulates must 
be not merély ageless and timeless laws de- 
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rived from the heroic abstractions of pure 
theory (however useful such concepts may 
be as tools), but must include also such lesser 
generalizations as in scope and span are com- 
mensurate with the particular kind of econ- 
omy to which actual market prices are in- 
digenous and of which they are the functional 
expression. Whether or not it could be said 
that there are any ‘laws’ of price which 
would be universally applicable to capital- 
istic society and communism, to national 
socialism and the corporative state, it is cer- 
tain that the object of our immediate concern 
in price research is to learn why prices are 
what they are in a society attempting to 
operate a system of free enterprise mitigated 
by corporate consolidation, collective-bar- 
gaining unions, and a particular array of an- 
cillary and regulatory government agencies.” 

The article goes on to discuss the distinc- 
tions that might be drawn between “‘price 
policy,” ‘“‘business strategy,” “price be- 
havior,” and “commercial tactics.” Studies 
in price policy must seek to discover the ob- 
jective factor in price making in connection 
with administration of price whether that 
administration be undertaken by private 
enterprisers or by government. Price policy 
and price behavior must be considered not 
only in relation to each other but to the 
larger field of price relationships within a 
closed system. Technology has brought us 
far beyond the point where price can be 
relied upon to effect an adjustment of our 
economic society. Economic planning and 
price administration are apparently to be 
brought closer and closer together in the con- 
trol of economic activities. 


SomME THEORETICAL IMPLICATIONS OF THE 
STATISTICAL ANALYsIS OF DEMAND AND 
Cost Functions For STEEL, by Jacob L. 
Mosak, and Tue Nature OF THE DEMAND 
FOR Street, by H. Gregg Lewis. The 
Journal of the American Statistical Associa- 
tion, March, 1941, pp. 100-115. 


These two papers were read at the one 
hundred second annual meeting of the Amer- 
ican Statistical Association in Chicago on 
December 27, 1940. Each of them takes as a 
starting point the special economic research 


section of the United States Steel Corpora- 

tion report included in the T.N.E.C. papers. 

They discuss the contention that the failure 

to reduce prices, particularly in the durable 

goods industries, has been a major factor in 
contributing to the severity and duration of 
the depression. Mosak maintains that the 

Steel Corporation statistical analysis of the 

demand for steel is of little aid in pointing 

out the relationship of general price and 
wage flexibility to the full utilization of eco- 

nomic resources, since it relates only to a 

short-run effect of an isolated reduction in 

the price of steel. He concludes among other 
things that the elasticity of demand for steel 
cannot normally be so large as to make price 
reductions profitable for the steel industry. 
He suggests further that if prices were made 
equal to marginal costs in the steel industry 
prices and profits would be higher during the 
upswing and lower during the downswing 
and as a result there would be increased in- 
vestment during the upswing which would 
prove unprofitable over the cycle as a whole. 

Thus one of his major conclusions appears to 

be that inflexible prices in the steel industry 

tend to minimize rather than intensify in- 
dustrial fluctuations. 

Lewis reviews three methods of measuring 
long period elasticity of demand for steel; 
namely, the substitution, the multiple cor- 
relation and the “common sense” methods. 
Among his conclusions are the following: 

1. Most products-made-from-steel are du- 

rable goods, as the studies emphasized, 
and on 4 priori grounds it is reasonable 
to expect this category of goods to have 
small price elasticities. 
Although the elasticities varied con- 
siderably from regression to regression 
they were consistent in being numeri- 
cally less than unity. Only a small per- 
centage of the variation in steel sales 
was accounted for by steel price varia- 
tions. 

3. The evidence indicated that price flexi- 
bility had perverse short-run effects in 
this period. Price advances generated 
expectations of further price advances, 
forward buying, and over-accumulation 
of inventories. Price declines had the 
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contrary effects. The importance of 
price changes on price anticipations has, 
apparently, important implications for 
short-run flexibility theory. 


CONCENTRATION AND Propuct CHARACTER- 
Istics AS Facrors 1N Price-QuANTITY 
Benavior, by Willard L. Thorp and 
Walter F. Crowder. American Economic 
Review, February, 1941, pp. 390-408. 


In this study of price and product behavior 
an attempt is made to measure not only the 
relationship between concentration in pro- 
duction and price-quantity behavior, but 
also that between basic economic character- 
istics of products and their price- quantity 
behavior. The degree of concentration is 
measured for the purpose of this study in 
terms of the proportion of United States 
total value of each product accounted for by 
the output of the four leading producers of 
that product. The study includes data on 
1,807 census products selected in such a 
manner that they present a comprehensive 
picture of the entire manufacturing segment 
of the economy. 

In general, it is pointed out that in a 
majority of manufactured products the lead- 
ing four producers supplied 74% or more of 
the total value of each sondncts nearly one- 
third of the products had concentration 
ratios above 85%. More specifically, this 
study undertakes to show relationships be- 
tween the concentration ratios and certain 
economic attributes of commodities; namely, 
(1) type of immediate purchaser, (2) type of 
ultimate user, (3) degree of durability, (4) 
degree of fabrication, (5) type of market, (6) 
source of raw material, (7) construction ma- 
terials, and (8) producers’ supplies. 

Some of the important conclusions are as 
follows: (1) Producers’ goods are character- 
ized by higher concentration ratios than con- 
sumers’ goods. (2) Durable products have 
higher concentration ratios than non-durable 
products. (3) Semi-finished and finished 


products were quite similar when measured 
in terms of central tendencies but the scatter 
of the range was somewhat different. (4) 
Products with a national market had higher 
concentration ratios than products with a 


regional market. (5) Products with mineral 
sources had higher concentration ratios than 
products with agricultural sources. 

It is pointed out that many other factors 
are not explored in this article. Standardiza- 
tion of products, importance of brands and 
other types of differentiation, the degree of 
competition and the ease of substitution of 
other products, and the importance of ad- 
vertising were not measured directly. 

It is pointed out further that the behavior 
of quantity produced and of price both in the 
depression period of 1929-33 and in the 
recovery period from 1933-37 was on the 
whole quite independent of the degree of 
concentration. There were, however, some 
differences in quantity and price behavior 
associated with durableness of the commod- 
ity and with the market for which the com- 
modity was intended. 

The article closes with this statement: 
“Most important is the demonstration, with 
better evidence than has ever before been 
available, that the degree of concentration in 
production is not a significant factor in de- 
termining price-quantity behavior of manu- 
factured products with reference to the bus- 
iness cycle.” This article is of particular in- 
terest to students of marketing who are 
concerned with the problems raised by large- 
scale production and particularly with the 
regulation of large-scale enterprises. 


A Tueory or Rerait Price Detrermina- 
TION, by John F. Due. The Southern Eco- 
nomic Fournal, Vol. VII, No. 3, January, 
1941, pp. 380-397. 

In this study there is a combination of ab- 
stract reasoning about marginal costs and 
prices charged for retailing services on the 
one hand and of actual price policies in re- 
tail outlets on the other hand. It is difficult 
for the present reviewer to see the connec- 
tion between the two parts of the study at 
times. 

The article treats first the hypothetical 
case in which a retail store carries a single 
item or article. Under this circumstance the 
retailer will seek to adjust his margin or 
charge for his services so that marginal reve- 
nue from the sale of the last unit of service 
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equals the marginal cost of that service. The 
point at which this equation occurs is said 
to depend upon the elasticity of demand 
which is controlled in turn by the degree of 
monopoly of location, of product and brand 
differentiation, of proprietor’s personality 
and similar items. As the author says, these 
factors of monopoly have been discussed by 
Henry Smith in Retail Distribution as well or 
better than anywhere in recent literature. 

The second part of the article deals with 
the more usual case of retail stores which 
carry many lines of merchandise. In discus- 
sing this case the author says that, as in the 
previous case, there are revenue and cost 
curves for each line carried. However, the 
usual pricing method of retailers is the ad- 
ding of the percentage markup to the pur- 
chase price of the goods and does not involve 
the determination of marginal revenue and 
marginal cost schedules. Rather, ‘““The meth- 
od is essentially an ‘average cost’ method of 
simply arbitrarily dividing the total cost, 
including the overhead, among the various 
products carried. Thus it would appear that 
either retailers are not following methods of 
pricing which yield them maximum returns, 
or in some way, the theoretical analysis is 
inadequate.” There are many situations to 
show that a typical retailer does not add an 
average cost to each article which he carries 
but rather the several articles may carry 
different proportions of the total cost. Stud- 
ies made of the fruit and vegetable market in 
New York City under the direction of 
Charles E. Artman show one possible ration- 
alization of the different percentage markups 
found in that market. In other cases the 
differences may be due to irrational competi- 
tion. It seems to the present reviewer that 
while Professor Due’s article calls attention 
sharply to some very interesting questions, 
his discussion is overly simplified and at 
points somewhat unrealistic. Further work 
needs to be done in the field before we know 
whether or not retail pricing does some- 
where nearly approach the result that the 
abstract analysis would call for in the inter- 
ests either of profits to a monopolistic retailer 
or of optimum use of resources from the 
standpoint of the consumer. 


Price Poticies oF Foop Cuains, by Charles 
F. Phillips. Harvard Business Review, 
Spring 1941, pp. 377-388. 

Price policies of food chains are discussed 
in general terms. While chains may give “lip 
service” to formula pricing, they appear 
actually to be more influenced by competi- 
tors’ prices than any other one thing. The 
use of leaders and the differences between 
service and self-service store prices are dis- 
cussed. It is pointed out that gross margins 
vary widely between groups of commodities, 
but the composition of the several groups is 
not clearly portrayed in the article. It is also 
pointed out that self-service chain units 
sometimes can, and do, consistently under- 
price comparable units of competing chains. 


RepucinG GaAso.uine Prices: Britisn Co- 
LUMBIA’S EXPERIMENT, by Stephen Enke. 
The Quarterly Fournal of Economics, May, 
1941, pp. 443-459. 

“The marketing branch of the petroleum 
industry, that is, the distributing of petrole- 
um products from refinery to consumer, is an 
example of imperfect competition. Among 
the more important of these imperfections 
must be included (1) absence of price com- 
petition amongst the large marketers, (2) 
price and other controls exercised by sup- 
pliers over the dealer account, and (3) at- 
tempted emphasis, through advertising, of 
an artificial product differentiation.” 

Under these circumstances there is the- 
oretical justification for governmental regu- 
lation in the interest of consumers. Since 
early 1938 the province of British Columbia 
through its Coal and Petroleum Control 
Board has been engaged in the effort to re- 
duce gasoline prices. Its experience is inter- 
esting because of its suggestive bearing on 
the problem in the United States. 

The activities of the Board have been lim- 
ited primarily to the control of quality and 
to the establishment of fixed wholesale and 
retail prices by zones for both the regular 
and premium grades of gasoline. The Board 
has fixed the dealer’s “spread” at 4 or S¢ 
depending upon the zone in place of the form- 
er nominal margin of from 5 to 7¢. This ap- 
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pears to have markedly reduced price- 
cutting and price wars. It has also reduced 
the average price paid by consumers. 

The Board’s policy is one of minimum in- 
terference when contrasted with possible 
control measures. It has simply set the price 
limits within which retailers and others must 
operate and has left to them the details of 
adjustment. This has resulted in a minimum 
reduction in price of at least 2¢ a gallon, but 
it is claimed that it has also impaired capital 
values of existing distribution plants and in- 
creased unemployment. These latter effects 
are, however, temporary. 


Monopoty Prices uNDER Joint Costs- 
Fixep Proportion, by Marshall R. Col- 
berg. Yournal of Political Economy, Feb- 
ruary, 1941, pp. 103—-IIo. 

The theory of monopoly pricing is dis- 
cussed under conditions of two joint commod- 
ities, produced in unalterable proportions 
by a firm which is the only manufacturer of 
each. It is assumed that changes in the price 
of one commodity will not affect the price 
of the other. Cases with and without any 
separable expenses are both considered. 

The main conclusion is that while 
usual proposition that an increase in the 
demand for one of two joint products will 
raise its price and lower the price of the 
other is true under competitive conditions, 
it may or may not hold under monopolistic 
conditions. The analysis in the article will 
repay study by anyone interested in the pric- 
ing problems under monopoly or monopolis- 
tic competition. 


the 


Errects or Risinc Costs ON QUALITY OF 
WEARING ApparEL, by Laura Mae Brown. 
Monthly Labor Review, February, 1941, 
pp. 286-291. 


It is reported that because of the pressure 
of heavy army orders and other factors at- 
tendant on the defense program there is a 
tendency for the costs of wearing apparel to 
rise. An important question of policy has 
already arisen in this connection; namely, 
since consumers are accustomed to buy in 
price lines is it possible to hold these price 
lines in the general interest of patronage? 


The practical attempts in this direction 
have led to some fairly important modifica- 
tions in quality including some substitution 
of one basic material for another. This situa- 
tion has its very practical marketing aspects. 
It also has an important bearing on the inter- 
pretation of wholesale and retail price sta- 
tistics. Certainly during the present period 
of flux, price indices must be used with great 
caution by anyone interested in time series 
changes. 


THe WEEKLY WHOLESALE Price INDEx, by 
Herbert Willett. Published by The Na- 
tional Fertilizer Association, February, 
1941. 

The National Fertilizer Association has 
compiled and published each week since its 
organization in 1925, a wholesale commodity 
index which is the first comprehensive price 
index issued in the United States on a con- 
tinuing basis. This index is compiled from 
many business and trade publications with 
168 series used in its compilation. Care has 
been used in the selection of items for mak- 
ing up the index so that it would be truly 
representative of total marketings. It is pub- 
lished regularly in the N. F. 4. News which 
is mailed to members on Tuesday of each 
week. Students of market price movements 
will find this an excellent index against which 
to check other price studies. 


III. MiscELLANEOUS 


On THE INTERPRETATION OF CENSUSES AS 
SampLes, by W. Edwards Deming and 
Frederick F. Stephan. Journal of the Amer- 
ican Statistical Association, March, 1941, 
PP- 45-49. 

The census is usually thought of as a com- 
plete inventory rather than as a sample. As 
a basis for scientific generalizations and de- 
cisions for action, however, a census is only 
a sample. This is true because any social 
or economic generalization and recommen- 
dation for a course of action necessarily in- 
volves a prediction. The census points, since 
they are not continuous and universal meas- 
ures with respect of time, are only simple 
bench-marks from which predictions may 
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be made. The further apart the censuses 
date the less reliable the sample becomes for 
purposes of prediction. In view of this situa- 
tion it may be remarked parenthetically that 
members of the American Marketing Asso- 
ciation may want to use their influence to- 
wards the establishment of more frequent, 
less inclusive census measures. 

One of the difficulties with the present 
census procedure is the length of time that 
elapses between the controlling date of the 
census and the availability of the data. There 
may be many situations in which less com- 
plete information more rapidly reported 
would give a sounder basis for prediction 
than does the present method. 


Municipat TRADE Barriers, by Ralph Cas- 
sady, Jr. Harvard Business Review, Spring 
1941, pp- 364-376. 

This article is concerned mainly with the 
legal bases upon which municipal trade regu- 
lations might be upheld by the courts. It is 
pointed out that a law based upon police 
powers may not impose fees that are out of 
line with the expense of regulation. Laws 
based on taxing power may permit higher 
charges, but must be reasonable in their clas- 
sification and, thus, free from discriminaton. 
Numerous examples of court decisions are 
cited and their implications reviewed. It 
remains for Professor Cassady or someone 
else to prepare an objective measure of the 
amount and effect of municipal actions in 
this field, and of the probable future trends 


How Wace Aanp SAtary Expense VARIES 
IN $0 Reratt Trapes. Dun’s Review, 
April, 1941, pp. 18-24. 

This is the fifth report from the survey of 
retail operating costs undertaken by the 
Research and Statistical Division of Dun’s 
Review under the direction of Walter Mitch- 
ell, Jr. The report on advertising costs is 
summarized in the April issue of the JOURNAL 
OF MARKETING. The other reports deal with 
profits, credit policy, and occupancy costs. 

In the present study it is shown that wage 
and salary expense tends to increase slightly 
tor each size of store as the size of city in- 
creases. On the other hand, in each size of 


a 


city wage and salary expense tends to de- 
crease as the volume of sales increases. The 
ratio of salaries and wages to total sales 
varies from a high of 44% in custom tailors 
to a low of 8.5% in farmers’ supply stores. 
When salaries and wages are reported as 
per cent of gross margin, on the other hand, 
the range is much smaller, from 49.1% to 
69.8% and there appears to be no close cor- 
relation between the ratio of salaries and 
wages to sales on the one hand and to gross 
margin on the other hand. 

In all but one of the 46 trades where direct 
comparison was possible the profitable stores 
reported a lower typical labor cost ratio to 
sales than did the unprofitable concerns. 
The losing retailer is likely to be paying 
about a cent and a half more of his sales 
dollar to his employees than is his profitable 
competitor, and this is likely to make the 
difference between profitable and unprofit- 
able operation. 


TRANSPORTATION Act OF 1940, by Ralph L. 
Dewey. American Economic Review, March, 
1941, pp. 15-26. 


This article is referred to here because of 
the clarity with which it describes the 
changes that came with the passage of the 
Transportation Act of 1940. Perhaps the 
most important change is the addition of 
water carriers to the list of major transporta- 
tion agencies subject to regulation by the 
Interstate Commerce Commission. Another 
major feature of the Act provides for a 
temporary Board of Investigation and Re- 
search to study the relative economy and 
fitness of each mode of transportation. 

The results of this study will be of marked 
interest to students of marketing. 


An INVESTIGATION ON COMPLEMENTARY ReE- 
LATIONS BETWEEN Fresu Fruits, by 
Sidney Hoos, from the Yournal of Farm 
Economics, May, 1941, pp. 421-433. 


Recently there has been considerable in- 
terest particularly among the agricultural 
economists in the competition between some- 
what similar and yet distinct agricultural 
products. Jasny’s study of “Competition 
among Grains” is a particularly pertinent 
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illustration. In the present article Hoos has 
attempted to measure the degree of compe- 
tition and independence of demand for pears, 
plums, peaches and oranges. He finds some 
evidence to show that pears compete for the 
same demand with both plums and peaches, 
but are complementary with oranges. The 
methods used are those that have been dis- 
cussed by such workers as Henry L. Moore, 
Henry Schultz and others, with particular 
use of the Hotelling coefficient of complemen- 
tarity. 

The author is quite frank in admitting 
that his results in this particular study are 
not entirely conclusive, but that they may 
point the way to policy formation even in 
this case. Certainly the method merits fur- 
ther trial with other commodities and per- 
haps not only in the field of agricultural 
commodities. 

The concluding paragraph of the article 
reads in part as follows: “The several diffi- 
culties we have noted, indicate some ambi- 
guities that may arise when attempts are 
made to apply certain theoretical com- 
plementarity conditions to actual time series 
data. However, such attempts are often 
necessary since complementarity relations 
are of practical as well as of academic inter- 
est. The indications that pears compete with 
plums and peaches in consumption may be of 
considerable importance in the formation of 
marketing and price policies by grower and 
shipping interests and other groups in the 
pear trade. . . . The existence of such related 
or correlated demands between various com- 
modities may considerably affect the out- 
come of a marketing agreement pertaining 
only to one of the commodities.” In a foot- 
note the author quotes Professor Hotelling 
as follows: “It is quite possible, as far as the 
evidence now goes, that in many practical 
questions of governmental policy the best 
expert advice has gone astray because of 
reliance on the simplified cases treated 
the textbooks, in which the correlation of 
demand for different commodities is neg- 
lected.” 


THE PurcCHASING AGENT AND THE FUTURES 
Markets, by Dr. Heinz Luedicke. Pub- 





lished by the National Association of Pur- 
chasing Agents, 1941. 


This is an excellent summary of the ad- 
vantages and dangers of using futures market 
data as guides in buying various commodi- 
ties. It might well be read by students of 
marketing in connection with the recent 
governmental publication by G. Wright 
Hoffman, “Grain Prices and the Futures 
Market,” published as Technical Bulletin 
No. 747 of the United States Department of 
Agriculture, January, 1941. 


COMMUNICATION SECTION OF THE American 
Economic Review, March, 1941, pp. 97 
112. 

This section contains several notes of 
interest to people engaged in the study of 
marketing. Attention is directed first to the 
note by Elmer C. Bratt on “Timing Pump- 
Priming Expenditure.” The effect of differ- 
ent experimental forms of control on specific 
markets is of material importance and while 
the present note does not solve the problem 
it does perhaps add some element of clarity 
to thinking about it. 

A note on “Business Concepts and Eco- 
nomic Theory” by Lawrence R. Chenault 
carries much food for thought for teachers 
of the applied courses. As Leverett Lyon 
pointed out to the December, 1940 meeting 
of the American Marketing Association, 
marketing theory and economic theory have 
much in common and might almost be con- 
sidered as synonymous. Consequently, we 
must accept Chenault’s proposition that ‘‘The 
theoretical concepts of economics must be 
brought to actual grips with those of busi- 
ness, accounting, and law.” While Chenault’s 
note deals mainly with accounting concepts 
there are, nevertheless, remarks of direct 
interest to the student of marketing and 
they strongly suggest the desirability of con- 
tinuing and expanding the work of the Com- 
mittee of Definitions. 

Two other notes that students of market- 
ing may read with interest and profit are 
“Wars, Innovations and Long Cycles,” a 
brief comment by Albert Rose and a note on 
“National Income Measurement”’ by C. L. 
Christenson. 
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Luxuries vs. NECESSITIES IN THE UNITED 
STATES, 1935-36, by F. A. Harper. Farm 
Economics, Cornell University, No. 123, 
February, 1941, pp. 3087-3089. 


This note represents a reworking and in- 
terpretation of certain data from the study 
of Consumer Incomes in the United States 


by the National Resources Committee. 

Specific attention is given to the agreement 
between the “luxury index’ and the degree 
of elasticity of demand. In general necessities 
are products with low elasticity of demand 
and a low luxury index. Specific information 
is given concerning food products. 














A.M.A. Notes 


ALBERT HARING 
Secretary 








COMMITTEE APPOINTMENTS 


Because of the lateness of the annual mid- 
year meeting, reports will appear in the en- 
suing issue. Interim committee appointments 
are: 


Committee to Formulate Research Subjects. 


Objective: To publish suggested topics an- 
nually in THE JOURNAL. 

Wilford L. White, Chairman, 3131 Ne- 
braska Ave., N. W., Washington, D. C.; 
Daniel Bloomfield, Retail Trade Board, 80 
Federal St., Boston, Mass.; John R. Bromell, 
Curtis Publishing Co., 333 N. Michigan Ave., 
Chicago, IIl.; Werner K. Gabler, American 
Retail Federation, 1627 K. St., N. W., Wash- 
ington, D. C.; Arthur B. Gunnarson, Cham- 
ber of Commerce of the United States of 
America, Washington, D. C.; John S. Mor- 
iarty, Bureau of the Census, 111 Customs 
House, San Francisco, Calif.; Elmore Peter- 
son, University of Colorado, Boulder, Col.; 
Everett G. Smith, University of Texas, Aus- 
tin, Texas; Everett R. Smith, Macfadden 
Publications, 112 E. 42nd St., New York 
City; Malcolm D. Taylor, University of 


North Carolina, Chapel Hill, N. C. 


Committee on Cooperation with the Industrial 
Section of the American Association of Ap- 
plied Psychology. 


Objective: To exchange information of com- 
mon interest and to inform each Association 
of progress and findings of the other. (Com- 
mittee personnel represents membership in 
both Associations.) 

Wallace H. Wulfeck, Chairman, National 
Defence Research Committee, Lock Drawer 
6, Fortress Monroe, Va. (on leave from The 
Psychological Corp., New York City); Har- 
old E. Burtt, Ohio State University, Colum- 
bus, Ohio; Paul F. Lazarfeld, Office of Radio 
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Research, 22 E. 17th St., New York City; 
Robert N. McMurray, The Psychological 
Corp., 310 S. Michigan Ave., Chicago., IIl.; 
Frank Stanton, Columbia Broadcasting Sys- 
tem, 485 Madison Ave., New York City; 
Daniel Starch, 420 Lexington Ave., New 
York City; Edward K. Strong, Jr., Stanford 
University, Stanford, Calif. 


CHAPTERS IN ACTION 
By Frank R. Courant 
Chairman, Committee on Chapter 
Organization 


About half our members belong to local 
chapters; the others are without such affilia- 
tion. In the belief that most of our members 
—affhliated or otherwise—have a strong in- 
terest in the progress of chapters, the Chap- 
ter Organization Committee will report once 
each quarter in this section. 

Many of our members travel to cities 
where we now have chapters, or will have 
soon. On behalf of these chapters, a cordial 
invitation is extended to these members to 
get in touch with local officers and to attend 
any meetings that may be possible within 
their travel schedule. 

Chapters will be listed in alphabetical 
order. Our confident expectation is that the 
list of chapters will soon be even longer than 
it is at present, for several chapters are now 
in formation. These, however, will not be 
reported until they are fully recognized. 

Chicago Chapter 
Chairman: S. Teitelman, Armour & Compa- 
ny, Union Stock Yards, Chicago. 
Secretary: J. J. Martin of Henri, Hurst & 

McDonald, 520 N. Michigan Avenue, 

Chicago. 

Chapter Organization Committee: S. Teitel- 
man. 
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Time and Place of Meeting: Dinner meet- 


ings, second or third Tuesday of month, 
Sportsman’s Club. 


Recent Meetings: 

April: Speakers, E. R. Richer and R. N. 
McMurray, ““The Story of ‘Adam Average’ 
or The History of an Advertising Cam- 
paign.” 

May: Speaker, Archibald M. Crossley, 
“Aspects of Marketing under a Defense 
Economy” 

Chapter adjoured for the summer in May. 
No regular monthly meetings until the fall. 


Detroit Chapter 


Chairman: Paul M. Cramer, Campbell- 

Ewald Company, Detroit. 

Secretary: Robert E. Harvey, Jr., Ross Fed- 
eral Research Corporation, Detroit. 

Chapter Organization Committeeman: Rob- 
ert Arkell, J. L. Hudson Co., Detroit. 

Time and Place of Meeting: Dinner meet- 
ings, second Thursday, Secretary arranges 
place of meeting. 

Brief Report on the First Meeting Held on 

March 13, 1941: 

There were 24 men present at the first 
meeting. They represented a cross section of 
all phases of the marketing activities in the 
Detroit area. There were 8 men representing 
the teaching staff of the University of Michi- 
gan, who made the long trip from Ann Arbor 
to attend. 

A number of very important points were 
discussed and finally decided upon at the 
meeting; they are as follows: 

(1) It was decided to hold two more meet- 
ings during the spring session in April and 
May. It was planned to have the second 
meeting at Ann Arbor, accompanied with a 
golf game in the University city. 

(2) An assessment of one dollar was levied 
and collected from all present at the first 
meeting to cover the running expense for the 
two meetings remaining in the spring period. 

(3) After considerable discussion, it was 
decided that there should be six regular 
monthly meetings a year. The meetings will 
be held on the second Thursday of each of 
the following months: October, November, 


January, February, March and April. A 
special meeting will be held during May at 
Ann Arbor. 

(4) A decided preference was expressed for 
evening meetings with a dinner served. A 
Committee on Arrangements was to decide 
upon the meeting place. 

(5) It was decided that the types of pro- 
grams should be in the following order. 

(a) Open forum discussions by the mem- 

bership on timely marketing subjects. 

(b) Prepared papers by members on speci- 
fied subjects, followed by open dis- 
cussion. 

(c) Discussion of timely marketing sub- 
jects by well qualified speakers from 
outside the membership. 

May meeting, held at the Michigan Union, 

Ann Arbor, Mich. 

Speaker: O. W. Blackett, Professor of Sta- 
tistics, University of Michigan, ““The Folk- 
lore of Price Forecasting.”” Dean C. E. Grif- 
fin, School of Business Administration, Uni- 
versity of Michigan, presided over the panel 
discussion in which the following took part: 
Donald R. G. Cowan, Republic Steel Corp.; 
George N. Burgess, Maxon, Inc.; J. D. 
Runkle, Crowley Milner & Co.; F. R. 
Schreitmueller, General Motors Corp.; and 
W. C. Patterson, Michigan Bell Telephone 
Co. 

Indiana Chapter 

Chairman: Dr. Merwyn G. Bridenstine, 520 
Berkley Road, Indianapolis. 

Secretary: E. L. Beeler, 240 N. Meridian 
Street, Indianapolis. 

Chapter Organization Committeeman: Ed- 
ward L. Van Riper, go1 Circle Tower, 
Indianapolis. 

Time and Place of Meeting: Evening Meet- 
ings, second Wednesday. Secretary ar- 
ranges place of meeting. 

This chapter is new as a branch of A.M.A., 
but has a worthy history as the Marketing 
Research Club of Indianapolis. Among its 
recent meetings was the following: 

March: Speaker, Charles Isaacs, “How 
We Secure the Cooperation of Our Dealers.” 

We hope to have a more complete report 
on this active Chapter in the next issue of 
THE JOURNAL OF MARKETING. 
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Los Angeles Chapter 
Chairman: George W. Robbins, 405 Hilgard 

Avenue, Los Angeles. 

Secretary: J. Edgar Dick, Federal Building, 

Los Angeles. 

Chapter Organization 
George W. Robbins. 
Time and Place of Meeting: Luncheon meet- 

ings, third Thursday, Clark Hotel. 
Recent Meetings: 

March: Speaker, R. G. Kenyon, Adver- 
tising Manager, Southern California Edison 
Company, “Selling Kilowatt Hours.” 

April: Speaker, H. M. Craft, Assistant 
Manager, Los Angeles Branch, Federal Re- 
serve Bank, “The Small Manufacturer’s 
Problem in Tapping the Defense Market.” 

May: Speaker, Eugene F. Sitterley, pub- 
lisher, Jmporter’s Guide, ‘““The Truth about 
Our Foreign Trade.” 


New England Chapter 


Chairman: Eldon C. Shoup, 177 State Street, 
Boston, Mass. 

Secretary: Gerald B. Tallman, Massachu- 
setts Institute of Technology, Cambridge. 

Chapter Organization Committeeman: El- 
don C. Shoup. 

Time and Place of Meeting: Monthly at 
various restaurants, usually Women’s Ed- 
ucational & Industrial Union, Boylston 
Street, Boston. 


Committeeman: 


Mr. Young, Chairman of the Project Com- 
mittee, reported that his Committee had 
worked out two proposals: 

(1) That members of the Association pre- 
pare brief write-ups of marketing research 
techniques and methods which might be pub- 
lished in some form by the Association as our 
contribution this year to the advancement 
of the art. Mr. McVarish, of the Yankee 
Network, and Mr. Hersey, of the Socony- 
Vacuum Company, presented brief examples 
of the kind of material which the Committee 
would like to receive. Mimeographed blanks 
were passed out so that members could indi- 
cate their willingness to make some contribu- 
tion to this program. 

(2) That marketing information about 
metropolitan Boston be collected. Mr. Spears 


of the Economy Grocery Corporation, pre- 
sented the views of the Committe that maps 
containing detailed information about this 
market area would be extremely useful to 
marketing men engaged in a variety of activ- 
ities. A favorable expression of opinion was 
secured from the group present, authorizing 
the Committee to investigate further the 
possibilities and methods of carrying out this 
project. 

President Shoup sought the opinion of 
members as to the kind and frequency of 
meetings the Association should hold. The 
proposal was made that “big-name” meet- 
ings be held every other month and that the 
in-between meetings be devoted to home 
talent or specialized working sessions, as for 
instance, on the proposed projects. 


New York Chapter 

Chairman: Rene Pepin, Household Maga- 
zine, 420 Lexington Avenue, N.Y.C. 

Secretary: John E. Graham, 19 East 47th 
Street, N.Y.C. 

Chapter Organization Committeeman: Rene 
Pepin. 

Time and Place of Meeting: Luncheon meet- 
ings, last Thursday of month, West Ball- 
room, Hotel Commodore. 


This Chapter will be host to the National 
Convention of A.M.A. when it meets in New 
York between Christmas and New Year’s. 
As usual, this meeting will be held in con- 
junction with the allied social science asso- 
ciations. 

New York Chapter meetings are usually 
attended by 150 to 200 members and guests. 
They are marked by informality and con- 
siderable liveliness. Visiting A.M.A. mem- 
bers from other areas are welcomed and 
made to feel at home. The program policy of 
the Chapter is to cover a wide variety of com- 
mercial fields, interspersed with social af- 
fairs that promote friendships between mem- 
bers. 


Recent Meetings: 

April: Speaker, Charles F. Phillips, Dis- 
tribution Advisor for the Economic Staff, 
Consumer Division of the National Defense 
Advisory Commission, “National Defense 

















THE FOURNAL OF MARKETING 





97 











Advisory Commission and Consumer Goods.” 
May: Speaker, Wilder Breckenridge, Sales 
Manager for the Bureau of Advertising of the 
American Newspaper Publishers Associa- 
tion, ““New Facts That Are Increasing the 
Effectiveness of Newspaper Copy.” 

June: Speaker, L. Rohe Walter, Advertis- 
ing Manager of the Flintkote Company, 
“Industry’s Twin Jobs—Production and 
Publicity.” 

The annual outing is scheduled for July 
10 at the Sewane Golf and Country Club, 
Hewlett Harbor, Long Island, N. Y. 


Northeastern Ohio Chapter 

President: Donald R. G. Cowan, Republic 
Steel Corporation, Cleveland. 

Secretary: C. H. McGregor, Western Re- 
serve University, Cleveland. 

Chapter Organization Committeeman: How- 
ard Whipple Green, 1oo1 Huron Road, 
Cleveland. 

Time and Place of Meeting: Dinner meet- 


ings, fourth Tuesday, Cleveland Athletic 
Club. 


The first meeting was held March 21. Guy 
C. Smith, Vice President, Jam Handy Or- 
ganization, gave an exceptionally interesting 
talk on sales training programs, showing 
their well-known moving picture “Selling 
America” as part of the program. 

The second meeting was held on April 29. 
Dr. Claude Robinson, President, Opinion 
Research Corporation, spoke on “How Pub- 
lic Opinion Polls Can Guide Corporation 
Advertising and Public Relations Activi- 
ties.” 

On May 27 the new officers were installed 
by Frank Coutant, Past National President 
and Chairman of Committee on Chapter 
Organization. He also spoke on the subject 
of “Research as an Aid to Improved Adver- 
tising Programs.” 

Between fifty and sixty were present for 
the dinner at each meeting. Already 62 have 
joined the local Chapter. Among them are 
at least 15 national members in good stand- 
ing. 

Officers of the Chapter are: 

Donald R. G. Cowan, manager of the 
commercial research department of the Re- 


public Steel Corp. and past president of the 
American Marketing Association, president; 
Ray T. Gunn, assistant general sales man- 
ager, Iron Fireman Manufacturing Co., vice 
president; Howard Whipple Green, Cleve- 
land statistician and national treasurer of 
the A.M.A., treasurer; Clarence H. McGreg- 
or, head of the department of commerce 
and industry, Western Reserve University, 
secretary. 

Elected as directors were: 

Chester F. Comer, sales promotion man- 
ager, mechanical division, B. F. Goodrich 
Co., Akron; Ralph Leavenworth, vice presi- 
dent, Fuller, Smith & Ross, Inc., Cleveland; 
O. L. Earl, general sales manager, Mullins 
Manufacturing Co., Salem; Ralph C. Greiner 
Cleveland office, McGraw-Hill Publishing 
Co. 

Southern Ohio Chapter 
Chairman: R. R. Sharrock, University of 

Cincinnati. 

Acting Secretary: Russell L. Chrysler, Uni- 
versity of Cincinnati. 
Chapter Organization Committeeman: R. R. 

Sharrock. 

Time and Place of Meeting: Second Wednes- 
day, dinner optional, Gibson Hotel. 


Recent Meetings: 


March: Speaker, Bernard Slaughter, Jr., 
controller, Crosse & Breed, “Budgeting for 
Profit.” 

April: Speaker, Frank Grimes, President, 
I.G.A. of America, “Profitable Merchandis- 
ing.” 

Projects under Way: 


The association is working on its program 
for next year, in an attempt to have pro- 
grams arranged by August, with at least six 
speakers lined up. 


Philadelphia Chapter 


Chairman: Burton E. Ebert, Scott Paper 
Company, Chester, Pa. 

Secretary: John C. Spurr, McGraw-Hill 
Publishing Company, Philadelphia, Pa. 

Chapter Organization Committeeman: Bur- 
ton E. Ebert. 

Time and Place of Meeting: Dinner meetings, 
third Thursday, Engineers Club. 
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Recent Meetings: 

May: Speaker, F. Taylor Ostrander, Co- 
director of the Defense Finance Section of 
the Office of Price Administration and Civil- 
ian Supply, ‘““Maximum Defense Output and 
Civilian Expenditures.” This was a joint 
meeting with the Philadelphia Chapter of 
the American Statistical Association. 

June: Speaker, Sidney Dean, vice-presi- 
dent, J. Walter Thompson Co., New York 
City, “The Measurement of Metropolitan 
Marketing Areas.” 

No meetings will be held during the sum- 
mer months. 


San Francisco Chapter 


Chairman: Milton E. Brooding, California 
Packing Corporation, San Francisco. 

Secretary: John Langdon Taylor, Lord & 
Thomas, San Francisco. 

Chapter Organization Committeeman: Mil- 
ton E. Brooding. 

Time and Place of Meeting: Dinner meet- 
ings, about once a month, Alexander 
Hamilton Hotel. 

Recent Meetings: 

April: Speakers, Charles Kunkel, Acting 
Regional Director, Surplus Marketing Ad- 
ministration, F. A. Tissier, Secretary, San 
Francisco Retail Grocers Association, Mrs. 
Selene Sayre, Social Service Supervisor for 
the San Francisco S.R.A. area, ““Marketing 
of Foods under the Government Stamp 
Plan.” 

May: Speaker, Raymond W. Miller, Presi- 
dent, Agricultural Trade Relations, Inc., 
“Food Marketing and National Defense.” 


Washington Chapter 


Chairman: John R. Riggleman, 30 Drum- 
mond Avenue, Chevy Chase, Maryland. 

Chapter Organization Committeeman: John 
R. Riggleman. 

Time and Place of Meeting: Luncheon meet- 
ings every Thursday, Schneider’s Cafe, 
427 11th Street, N. W. 


At these meetings outstanding problems 
of current interest are presented in various 


ways, including formal presentations by 
designated speakers, round table discussions 
of special subjects under the direction of a 
special leader, and debates on controversial 
subjects. The scope of the meetings is rough- 
ly indicated in this listing of recent speakers 
and their subjects: 

May 1: Speaker: Dr. Lincoln H. Clark, 
College of Commerce, University of Mary- 
land, “Current Developments in Coopera- 
tion.” Chairman of Meeting: Dr. Knute C. 
Carlson, Senior Economist, Public Roads 
Administration. 

May 8: Open forum on “Current Events 
of Significance in Marketing.” Discussion 
leaders: Joseph G. Knapp, Economist, Farm 
Credit Administration, and Victor W. Ben- 
nett, College of Commerce, University of 
Maryland. 

May 15: Speaker: Dr. David R. Craig, 
President, American Retail Federation, ““The 
Retailer and Civilian Supply.”’ Chairman of 
Meeting: Dr. Wilford L. White, Chief, Re- 
gional Research, Division of Regional Econ- 
omy, U.S. Bureau of Foreign and Domestic 
Commerce. 

May 22: Speaker: C. E. Highman, Acting 
Assistant to the Director, U. S. Bureau of 
Mines, “Developing and Maintaining Sup- 
plies of Strategic Minerals.”” Chairman of 
Meeting: John B. Bennett, Supervisor of 
Land Planning and Conservation, U. S. 
General Land Office. 

May 29: Speaker: Hector Lazo, Executive 
Vice President, Cooperative Food Distribu- 
tors of America,‘‘Price Controls in the Food 
Industry.” Chairman of Meeting: Nelson 
Miller, Assistant Chief, Business Structure 
and Operations Unit, U. S. Bureau of 
Foreign and Domestic Commerce. 


Summer Meetings: 


During the summer months weekly meet- 
ings will be informal round table discussions 
on topics of current interest. A special table 
has been reserved in the air conditioned din- 
ing room on the street floor of Schneider’s 
Cafe (427 11th St., N. W.) The time of meet- 
ings is 12:30 on Thursdays as usual. 
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